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Heard the one about the 


“Cow-raff 2? 


BULGARIA 


“Great Soviet invention— 
Called a ‘Cow-raff’— 


Eats in Bulgaria, you see, 


but gets milked in Moscow!”’ 


MOSCOW 


The Kremlin doesn’t think it’s funny, 
but it’s going big in Bulgaria! 


People who can still laugh aren’t 
licked. 


And there are six nations of that 
kind of people between the free 
West and Russia. 70 million of 
them. We’re mighty fortunate 
that there are! In Czechoslovakia, 
Poland, Hungary, Bulgaria, 
Romania and Albania. 


Captured—but not licked. And 
fighting back 


And the purpose of Radio Free 
Europe is to keep up their hope, 
keep up their “‘fight’’, until they 
themselves can throw off the yoke of 
Communism . . . until they them- 
selves can stand strong again, proud 
ond independent. 


Radio Free Europe consists of 6 


stations using 21 powerful trans- 
mitters in Western Germany and 
Portugal—radio transmitters that 
pierce the “Iron Curtain” day 
and night with hot truth. Hot truth 
that scalds communist lies. 


Radio Free Europe is maintained 
by the Crusade for Freedom, 
started by General Clay three 
years ago. It is an independent 
(non-profit) American enterprise. 


Radio Free Europe has been built 
and kept running by the individual 
contributions of millions of Ameri- 
cans—like you. 


It is managed by Americans and 
staffed by carefully-screened exiles 
from the captive countries them- 
selves. It is Poles talking to Poles, 
free Hungarians speaking hope 


and courage to enslaved Hun- 
garians, Czechoslovakians telling 
the TRUTH, in Czech and Slovak 
to Czechoslovakians. 


Helping these people help them- 
selves is the best way to help stop 
World War III before it starts— 
at the lowest possible cost. 


Send your contributions to 
“Crusade for Freedom’’, c/o your 
local postmaster. 


RADIO FREE EUROPE 
supported by 


CRUSADE FOR FREEDOM 

































































Correspondents Cable: 


WUs/hat’s Ahead 





SEOUL — The aging Syngman Rhee is gradually 
losing his hold on South Korea’s political and 
military leaders, much to the relief of US of- 
ficials, who fear above everything else that 
he may carry out his threat to renew the war. 

The people’s reluctance to renew hostilities 
is increasing, and anti-Rhee political elements 
are raising their heads for the first time in 
many months despite the recent shake-up of 
police and youth organizations. 

It is expected that eventually Rhee’s place 
will be taken by some pro-US military leader. 


BANGKOK — Thailand, theprobable next target 
on the Moscow-Peking Southeast Asia timetable, 
will receive joint US-British aid against 
either external or internal Communist aggres- 
sion. 

Final understanding on this was reached in 
hugh-hush Singapore talks between US Ambassador 
to Thailand William J. Donovan, wartime OSS 
chief, and British High Commissioner Sir Gerald 
Templer, credited with breaking the back of the 
long-smoldering Communist revolt in Malaya. 

As a first step, military cooperation between 
Malaya and Thailand will be greatly increased. 

Most immediate external threat is the expect- 
ed imminent renewal of the Vietminh attack on 
Laos, Indo-Chinese kingdom which lies along 
Thailand’s eastern frontier. 

As a counter-measure, Bangkok insiders say 
that Premier Pibul Songgram shortly will bring 
the Indo-Chinese situation before the UN as a 
threat to peace. 

He had planned to take this action last spring, 
but was dissuaded by Paris. 


OTTAWA — Canadian Prime Minister Louis St. 
Laurent is contemplating retiring next year. 
If he does, his successor is expected to be 
either External Affairs Secretary Lester B. 
Pearson or Finance Minister Douglas C. Abbott 


NEW DELHI — Communist China is building two 
military highways linking China proper and 
Soviet Siberia with Tibet, India’s northern 
neighbor, making it possible for Moscow and 
Peking to move huge masses of troops by truck 
to India’s frontier. 

One road links Tibet with the upper Yangtze 
valley near Chungking, and the other runs due 
north from Lhasa, Tibet’s capital, across 


Tsinghai Province to Soviet-dominated Chinese 
Turkestan. 

Both roads are reported nearly ready for use, 
with hundreds of thousands of coolies slaving 
to complete them. 

The New Delhi government consequently awaits 
with increasing nervousness the “friendly talks’’ 
on Tibetan border problems scheduled toopen in 
Peking in mid-December. 


LONDON — Queen Elizabeth II, who is twenty- 
seven, plans to rejuvenate her court by re- 
placing the present aging dignitaries. 

The age limit for members of the immediate 
royal entourage on the Commonwealth tour has 
been set at thirty-four. 


PARIS — The Communists, in an all-out effort 
to block French adherence to the European De- 
fense Community, have pledged that their 116 
members of the National Assembly and the Coun- 
cil ofthe Republic will vote for the Presiden- 
tial candidate “most opposed to a revival of 
the Wehrmacht’’--the rearming of West Germany. 

A successor to President Vincent Auriol will 
be chosen by the two bodies in joint session 
just before or just after Christmas. 


ACCRA — The GoldCoast’s expected application 
for dominion status may lead to aconstitutional 
crisis threatening the present structure of the 
British Commonwealth. 

Unanimous Commonwealth consent is needed be- 
fore a territory orcolony can become a dominion, 
and it isa foregone conclusion that Prime Min- 
ister Malan’s N2grophobe South African govern- 
ment will veto the application. 

Should London approve it anyway, it would give 
Malan a pretext to carry out his threat to se- 
cede from the Commonwealth. 


HONG KONG — A newFar East crisis--this time 
between the USSR and Chiang Kai-shek’s Formosan 
government--may result from the seizure by 
Nationalist naval forces of the mainland-bound 
Polish freighter Paca. 

At the very least Moscow, which recently has 
enlarged its force of Siberian-based cruisers 
and destroyers, is expected to provide naval 
and air escort for such vessels in the future. 

Seaborne trade by satellite vessels between 
Communist Europe and Communist China is of 





WUs/hat’s Ahead 





major importance in the economic plans of both 
the USSR, which needs China’s raw materials, 
and Peking, which needs East Europe’s heavy 
machinery to industrialize. 

It is not expected, however, that the Red 
vessels will make any direct attack on US-pro- 
tected Formosa, since this might precipitate 
world war. 

Hong Kong shippers are watching the situation 
with wry interest, since a number of British- 
registered ships carrying non-strategic car- 
goes to Red China were seized by Chiang’s sea 
“guerrillas’’ before London took any action. 


LONDON — Aneurin Bevan will benamed Foreign 
Secretary should Labor win the next British 
elections, according to a secret compromise 
agreement believed to have been reached between 
Bevan’s leftist followers and party leader 
Clement Attlee. 

In return, Bevan is said to have promised to 
give full support to NATO and drop his hostil- 
ity to the United States. 


PARIS — Relations between the Papal Curia and 
the French hierarchy are being strained by the 
activities of France’s “workers’ priests,’’ whom 
the Vatican considers too leftist. 

The priests are supported by France’s leading 
prelates for “tearing down the walls between 
the Church and the toiling masses.”’ 

The conflict may lead to abolition of the 
French Embassy to the Vatican and also toa re- 
vival of Gallicanism, the seventeenth century 
movement for greater French church autonomy 
within the Roman Catholic framework. 


MADRID — Most ofall the $141 million US mil- 
itary aid allotted toSpain for thecurrent year 
will be spent on re-equipping Franco’ s ground 
forces--not on bases, as originally planned. 


NEW DELHI — The Indian government plans “posi- 
tive action,’’ probably an economic blockade, to 
force cession of the remaining Portuguese and 
French enclaves--the last remnants of foreign 
rule. 

Most important are Portuguese Goa, south of 
Bombay on the Indian Ocean, and French Pondi- 
cherry, south of Madras on the Bay of Bengal. 


LONDON — General SirGerald Templer, British 
High Commissioner who crushed Malaya’s Commun- 
ist revolt, is expected to succeed Field Mar- 


@ 


shal Lord Montgomery as Deputy Supreme Comman- 
der, SHAPE, some time next year. 


BELGRADE — Despite the new democratic elec- 
toral law, there will be contests for only 
about a dozen of the some 300 parliamentary 
seats at stake in Yugoslavia’s November 22 
elections. 

Popular excitement over the Trieste crisis 
turned nominating meetings into patriotic ral- 
lies, with the result that hardly any opposi- 
tion candidates were named. 


HONG KONG — Peking reports state that Mos- 
cow-backed General Peng Teh-huai, who commanded 
the Chinese “People’s Volunteers” in Korea, 
shortly will become head of all Red China’s 
military forces. 

While Civil War hero Chu Teh may remain nom- 
inal commander-in-chief, all real authority 
will be vested in Peng. 

Chu was absent from the rostrum when Peng 
delivered his official report on the Korean 
fighting to Chief of State Mao Tse-tung--and 
such absences are highly significant in Con- 
munist countries. 


LONDON — Sir Winston Churchill, still smart- 
ing over the exclusion of Britain from the 
ANZUS (Australia, New Zealand, US) Pacific pact, 
is pressing for a British-headed Asian defense 
agreement, to which the Commonwealth nations, 
other free countries and the US will be asked 
to adhere. 


GEORGETOWN — An interim single-chamber gov- 
ernment, with all members appointed by Governor 
Sir Alfred Savage, will be set up during Decem- 
ber to replace the pro-Communist Cheddi Jagan 
cabinet, ousted when British Guiana’s new con- 
stitution was suspended. 

No new constitution will be drawn up until 
the Commission of Enquiry, expected from London 
early next year, completes its report. 


PARIS ~ France is continuing secret efforts 
to negotiate a peace in Indo-China despite Vice 
President Nixon’s Hanoi statement that the uS 
would not welcome an arranged truce. 

However, the only response so far received 
from Ho Chi Minh’s representatives is that the 
Communist-supported Vietminh forces will not 


attack the French troops during their with- 
drawal. 


FOR WHAT'S AHEAD IN WORLD BUSINESS, SEE PAGE 71 








LETTERS to the Editor 





[A first issue is for a magazine what 
a premiére is for a play. Here are 
some of the reviews.—Tur Eprrors | 


The high caliber of this first issue 
augurs well for the success of your 
meritorious undertaking. 


Luis Munoz-Manrin 


Governor of Puerto Rico 
San Juan, P.R. 
Before I saw WORLD I would 


have said, “The magazine field already 


is overcrowded. Anyone who starts a 
new one is plumb crazy.” 
Since I have seen WORLD, 
cede that there is a definite place for 
such a publication. There is certainly 
nothing like it that I know of. 
Without any fancy words, let me 
say simply: I like WORLD very much, 
Eucene F. HorrMan 
Vice President, Public Relations 
American President Lines, Ltd. 
San Francisco, Calif. 


I con 


We want to compliment you and 
vour — staff the first 
WORLD. 

The make-up of the book is in 
keeping with the best that our coun 


on edition of 


try produces. A new magazine on 
world events will find ready accept- 
ance. 

Georce E. Bounps 


Director, Publicity-Advertising 
Delta-C&S Air 
Atlanta, Ga. 


Lines 


All I can say is that your greatest 
problem is going to be to maintain the 
high editorial standards and pace of 
the November issue. 

that your first 
issue should have so many pieces of 
front-page importance. I found par- 
ticularly worthwhile the Reuter tes- 
tament, Alfred Duff Cooper's piece on 
Churchill and Olivetti’s penetrating 
analysis of the Italian situation. 

It is good in these days of problems 
and challenges affecting the destiny of 
our whole civilization that WORLD 
has come up with a contribution at 
such a high level to help people un- 
derstand their time and _ the 
portance of world issues. 

J. R. Comunsky 
Publisher, The Saturday Review 
New York, N. Y. 


It is extraordinary 


im- 
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with this 
you had ac- 


I think you certainly met, 

the 

cepted. It is a wonderful magazine. 
The United Na- 


tions is one most clear, frank 


first issue, challenge 
about the 
of the 
studies that I have read 


article 
and accurate 
of what really happens at the United 
Nations and | 
you. 


wish to congratulate 
FRANCISCO URRUTIA 
Permanent Representative of Co- 
lombia to the United Nations 
New York, N. Y 
ly best wishes for the great suc- 
cess of this new magazine 
Harowip E. STAssen 
Director, 
Administration 


D.C: 


Foreign Operations 
Washington, 


I found WORLD very 


it should be beneficial to executives in 


informative; 


industry. 
t also should find 


ance 


a ready accept- 
Americans. 
C., FF 
Vice- The 
Time Recorder Company 
Cincinnati, O. 


among 
STEINMETZ 


President, Cincinnati 


the whole issue 


contents are as 
factual 


I have gone 


that 


they are 


Ove! 


and found its 


varied as and _in- 
formative. 

faithfully 
prets world events in their practical 


significance 


Your magazine so inter- 


that leaders in industry, 


government and the professions will 


more and more find great need of it. 
SaLvapor P. Lopez 
Philippine Mission to the 
United Nations 
New York, N. Y. 


I wish to extend my cordial compli- 
ments on the splendid make-up and 
impressive group of articles. 

There definite 


should be a very 
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Yatistaction 


This is a typical scene aboard a 
PAL DC-6B or DC-6—a picture 
of comfort and well-being that 
air travelers have learned to ex- 


pect when they fly PAL. 


A new experience awaits you 
when you fly PAL to the Orient 
r India —an experience in com- 
fort, attentive service and relia- 
bility unsurpassed in international 
air travel. 


Dependable DC-6B and DC-6 
sleeper planes, experienced 
pilots and delicious complimen- 
tary cocktails, snacks and hot 
meals are added reasons why 
experienced travelers prefer PAL. 


>. 


Twice weekly departures from San 
Francisco to Manila via Honolulu, Wake 
and Guam, connecting (after brief lay- 
over) with PAL flights to Hong Kong, 
Taipei, Okinawa, Tokyo, Bangkok, Cal- 
cutta, Pakistan, Tel Aviv and Europe. 


For reservations, 
Agent or 


consult your Travel 


PHILIPPINE AIR LINES 


ROUTE OF THE Orient-Star> 


SAN FRANCISCO e NEW YORK 
CHICAGO « WASHINGTON, D.C. 
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For WORLD subscribers only... 


Ten Extra Fingers 





on the Global Pulse! 


If your hands are already full (as most people’s are these hectic 
and complicated days) coping with the demands of your own daily 
living, think what an individual help it would be to have ten addi- 
tional fingers constantly feeling the pulse of world affairs for you. 

That is precisely what WORLD-CABLE does for subscribers to 
WORLD magazine. 

WORLD retains the services of ten top-notch foreign correspon- 
dents in crucial centers of world activity. They supplied much of 
the reporting and commentary in the issue you are now reading. 
They specialize in reporting policy news, i.e. decisions of basic sig- 
nificance by the various governments. From these policy changes, 
reported to you by our correspondents, comes the topical news that 
will break into the headlines weeks later. 

But some news, and some commentary, is too urgent to keep for 
monthly publication. And so, in the middle of each month, these 
ten correspondents cable the latest, most significant information from 
their respective areas. This unique news service, edited swiftly and 
compactly into four pages by WORLD’s editors, is mailed to WORLD 
subscribers on/y—and at no extra cost. 


@ 


from India: Frank Moraes, editor of the Times of India, the 
country’s leading English-language daily newspaper. 

from Yugoslavia: Eric Bourne, veteran British correspondent, 
formerly German bureau chief for Reuters. 

from France: George W. Herald, former INS correspondent, now 
with Overseas News Service. 

from Chile: Daniel del Solar, former Latin American editor of 
the AP and managing editor of Vision. 

from Japan: Sydell Magelaner, prominent free-lance writer and 
lecturer on Far Eastern affairs. 

from Egypt: Kumud C. Khanna, former Neu Y ork Times spe- 
cial correspondent, now Near East correspondent for the Times of 
India. 

from West Germany: Emlyn Williams, Christian Science Moni- 
tor correspondent in Bonn. 

from England: Cecil F. Melville, 
chief diplomatic correspondent of 
the Evening News and the Sunday 
Dispatch, of London. 

from Hong Kong: Ron G. 
Whitehead, editor of the South 
China Morning Post. 

from the world at large: Leo 
Lania, well-known writer and _ lec- 
turer, on roving assignment for 
WORLD magazine. 

These are the writers of WORLD- 
CABLE, which is sent only to 
WORLD subscribers, not for sale 


on newsstands. Don’t miss it! 
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AMENDED BY THE ACTS OF MARCH 
8, 1933, AND JULY 2, 1946 (TITLE 
39, UNITED STATES CODE, SECTION 
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MANAGEMENT AND CIRCULATION 
OF UNITED NATIONS WORLD, PUB- 
LISHED MONTHLY AT NEW YORK, 
N. Y., FOR OCT. 1, 1953. 


1. The names and addresses of the pub- 
lisher, editor, managing editor, and busi- 
ness manager are: Publisher, Roger S. 
Phillips, 319 East 44 Street, N.Y.; Editor: 
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East 44 Street, N. Y.; Business Manager: 
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Co., c/o Fidelity Trust Co., P.O. Box 747, 
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Main Street, Butler, Pa.; A. Craig Succop, 
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pany, Butler, Pa. (Trustee under agree- 
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FABULOUS BLACK PEARLS 


perfect planning for any man’s evening— 
these take on all the colors of the night. 
Simply set in 14-carat gold, the studs, $59, 
the stickpin, $31, the cuff links, $79, tie- 
tack (not shown), $27. 


all prices include federal tax 


Colette J ewelers 


Exclusive Jewelers 
667 Madison Ave. New York, N. Y. 
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RESTAURANT 
66 EAST 55th ST Plarc 














a rendezvous near the U. N. 


LUNCH + COCKTAILS 


Open Sunday 5 P. M. 
MU 3-5087 
322 E. 44 St. 
Closed Saturdays 


DINNER 





MPERIALE 





are the 


MUTUAL FUNDS for you? 


More and more people are turning to Mutual 
Funds. Shares in these funds represent ownership 
in a diversified list of carefully selected securities 
The funds are managed by professionals who invest 
and supervise the funds entrusted to them. You 
can learn about Mutual Funds by sending for our 
free booklet “‘The Modern Way To Invest.’’ Mail 
this ad or write to BENGSTON & CO. (Incorpo- 
rated 1946), 55 West 55th St., New York 19. 








Buy U.S. 


Defense Bonds 








LETTERS 


field for a publication of this type in 
view of the many uncertainties in both 
the international and domestic fields. 
A. K. MrrcHEeLL 
Director, Sales and Advertising 
The Western Union Telegraph 
Company 

New York, N. Y. 
I am impressed by the great num- 
ber of well-written and highly in- 


| formative articles in WORLD, and 


its broad scope. 
WarreEN G. MAGNUSON 
United States Senator 
Washington, D. C. 


We must congratulate you on an 
excellent magazine which will satisfy 
a need that has been felt by all those 
in this country who are conscious of 
international events. 

]. H. BoyLe 
Export Production Manager, Inter- 
national Cellucotton Products Co. 


Chicago, Ill 


Congratulations on your enterprise 


—and nerve!—in launching a new 
magazine at a time like the present. 
BENNETT CERF 

Author, Publisher, Columnist 


Mt. Kisco, N. Y. 


WORLD ... is a fine publication. 
I liked especially the world reporting 
feature “How Are We _ Doing 
Abroad?”). 


S1IGURD ANDERSON 
Governor of South Dakota 
Pierre, S. D 


WORLD .. 


tical and significant compendium of 


. will provide a prac- 


| world events. 


EmiLio NUNEZ PORTUONDO 
Ambassador, Permanent Repre- 


Cuba to the UN 


sentative of 


New York, N. Y. 


It certainly will present a different 
picture of world events than any pub- 
lication previously available to the 
general public. 

This, in itself, I believe to be an 
excellent reason for publishing the 


| magazine; one too often gets the im- 


pression that most of the “competitive” 
magazines are being written from the 
same source by the same person. 
M. C. TucKER 
Director, Publicity Branch 
Department of Travel and 
Publicity, Province of Ontario 
Toronto, Canada 





‘A book of the 
hi ghest 


importance. - 


DR. ERICH FROMM 


In the 


Workshop 
of the 


Revolution 
I. N. STEINBERG 


he eyewitness story of the 
Russian Revolution by the last surviv- 
ing member of Lenin's coalition cabi- 
net — absolutely unique among books 
on this subject. 


DRAMATIC — Steinberg, as 
People’s Commissar of Justice, actu- 
ally participated in the events he de- 
scribes, actually knew Lenin, Stalin, 
Trotsky, ete. 


AUTHORITATIVE — Steinberg 
was a leader of the Left Social-Revo- 
lutionary Party, never a Communist, 
hence his book has no relation to the 
current crop of biasea “exposés” by 
ex-Communists. 


CONSTRUCTIVE — Steinberg 
believes Bolshevism interrupted and 
corrupted the original libertarian 
movement of the Russian people, and 
that the masses can be aroused to re- 
volt against the Kremlin if their rulers 
are unmasked as traitors to the great 
social plans of the Revolution. 


IN THE WORKSHOP OF THE 
REVOLUTION can become a blueprint 
for a policy for the Western world, a 
policy in which the true spirit of the 
Russian people can become an instru- 
ment of liberation. 


$4.00 at all booksellers 


RINEHART & COMPANY, INC. 
New York 16, N. Y. 
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Plan now for your winter vacation in La Province 
de Québec — where the snow is deep and white 
the air dry and clear, the sun strong and bright 
You will enjoy warm French-Canadian hospitality 





in comfortable modern inns and hotels 

To help you plan your trip, write today for a free 
copy of the 28 page illustrated booklet “‘SKi IN 
LA PROVINCE DE QUEBEC’. Address: Provincial 
Publicity Bureau, Parliament Buildings, Québec City, 
Canada; or 48 Rockefeller Plaza, New York 20, N.Y 
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FABULOUS 
Black and White Pearls 


Cultured pearls, each set between two small 


diamonds set in palladium, on o white or 
yellow gold band. The black, $98; the 
white, $78. (Both including fed. tax.) 


Colette Jewelers 


Exclusive Jewelers 


667 Madison Ave. New York, N. » 
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LETTER FROM THE PUBLISHER 


Dear Reader: 

So much happened in the first two weeks after WORLD saw the 
light of day on October 23 that the staff and I haven't yet got 
our breath. Now, as our second issue goes to press, we are still 
sorting out the reactions in America as well as abroad. 

All in all, we're feeling highly encouraged. In a modest way 
WORLD seems to have made a hit with most of the people who 
have written us. (Some of their comments are quoted on the pre- 
ceding pages.) A lot of subscriptions have come in, too—a mailbag 
full a day, in fact. 


@ 


Newsstand sales have been brisk, but our distribution was not 
entirely satisfactory. We had scores of telephone calls on the 
morning of October 23 from disgruntled people who saw our ads 
in the newspapers and then couldn’t find the magazine on the 
nearest stand. The trouble is that it just isn’t economically possible 
to put WORLD on all newsstands (there are 10,000 in New York 
City alone), so we had to make a selection in each of the 105 
communities where WORLD went on sale. If you were unable 
to buy a copy after the fine initial publicity the magazine received, 
please try to understand our problem. 

I'm afraid a lot of would-be readers were irked, for WORLD’s 
first appearance got an unusual amount of nationwide attention 
from the press, from radio, and from TV. All of us here are deeply 
crateful for the warm and generous comment the magazine re- 
ceived in dozens of newspapers, in Time, Newsweek, on the wire 
services, on Dave Garroways TV program, and many, many more. 
Of all the comments, the one which inspired us the most appeared 
in the Christian Science Monitor, which wrote an editorial on 
“Brave New “World.” 

The Monitor's 
WORLD ’s objectives. Their editorial said in part: 


editors found heartening words to describe 


“< 


If succeeding numbers are up to the level of Vol. I, No. 1, then 
WORLD will deserve the respectful attention of men and women 
who wish to think with a magnitude to match today’s problems. 
For it promises to be world-minded without being soft-headed, to 
be liberal without being left, to be distinguished without being 
stuffy. 

“It is time to stop thinking of ‘internationalists’ as necessarily 
woolly-minded do-gooders. Certainly there is room on the crowded 
news stalls of America for a monthly magazine that tries, in reason- 
ably popular terms, to put the world scene in a perspective both 
realistic and idealistic. We wish the new WORLD well.” 


Such praise leaves us a bit breathless. We'll keep on trying to 
deserve it. 


Sincerely, 
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The best friend of the US speaks: 





DONT LET ASIA 
SPLIT THE WEST! 


By LESTER B. PEARSON 


Canadian Secretary for External Affairs 


OTTAWA 
HE greatest threat at the moment to the unity of 
T purpose and policy of the Western grand alliance 
against Communist imperialism and aggression lies, 
I think, in the Far East. It arises out of differences 
of viewpoint over the scope and nature of the menace 
of communism in Asia and the measures which should 
be taken to meet it. If these differences persist and 
deepen, they may cause serious damage to the coopera- 
tion which has developed since the war and which has 
expressed itself not only in a close working relation- 
ship within the United Nations, but in such agencies 
for collective action as NATO and anzus (the Aus- 
tralian-New Zealand-US defense pact ). 

Furthermore, these differences often find the United 
States on one side and the governments of Western 
Europe and the British Commonwealth of Nations on 
the other—a result which causes special anxiety to a 
Canadian, but which should give no comfort to any- 
one except a potential aggressor 

There is no dispute between us over the attitude 
we should adopt when the international Communist 
conspiracy expresses itself in the form of military ag- 
gression—in Korea or elsewhere in Asia. We accept the 
obligation of collective resistance and assistance under 
the Charter of the United Nations, even though the 
manner in which that obligation is discharged may 
have to vary, both as between states and between areas. 

In Korea, for instance, the United States took a bold 
and essential lead at the United Nations in having 


Lone Korean POW, led by Indian guards, 
celebrates his return to his Red masters. 


North Korea branded as the aggressor, and has borne 
by far the major non-Korean share of resistance to that 
aggression. The losses and the tragedies of the Korean 
War have made a strong impact on the American heart 
and mind. Other countries who have since 1914 ex- 
perienced more than once and in full measure the 
bloodshed and misery of war should remember this. 

On the other hand, it should not be forgotten that 
if some countries have sent only small contingents to 
Korea, those countries are still weak from the losses 
and devastation of World War II, far greater than any- 
thing this continent suffered; and that some of them 
are also involved in their own military operations 
against Communist aggression and banditry. Mutual 
understanding is essential here if the alliance is not to 
be poisoned. 

The Korean aggression has now been checked. The 
fighting has stopped. An armistice has been signed. 
But the situation is heavy with problems, especially 
for those members of the United Nations who haye 
made the Korean operation the first international 
police action in history. 

There is, first, the complex and explosive problem 
of converting the armistice into a peace. Already there 
have been divergent views between the United States 
and its friends on this issue, more particularly over the 
composition of the peace conference. This was an hon- 
est difference which, by adequate prior consultation, 
could have been minimized if not removed. Instead, it 


9 














ieee! wend fee eooke and ic Vs..6’. &... 


PEARSON SPEAKS 


“There cannot be unity in Europe .. . 


was allowed to develop into—and made to look like—a 
major crisis. Allied diplomacy failed here; or rather it 
was not given a fair trial. It is to be hoped that we have 
learned the lesson of this episode. 

There may be even more serious problems for the 
alliance if the armistice breaks down or is indefinitely 
prolonged. The United States government, under- 
standably doubtful of the Communists’ good faith, has 
secured allied agreement for a declaration which, it is 
hoped, will prevent renewed aggression. It gives a 
solemn warning of speedy and firm resistance if such 
aggression occurs, and adds that should this happen, it 
might be impossible to limit action to Korea itself. 

This “warning declaration” was agreed to by all the 
other governments with forces in Korea, but it is no 
secret that the agreement was given, in some cases, 
uneasily. This uneasiness arose over fears that the 
armistice might be broken either by the Communists or 
by the government of the Republic of Korea, which 
has violently opposed it. There was also concern lest 
a situation be created in which the origins of the new 
aggression might be concealed. Either contingency 
would impose a severe strain on the alliance, not con- 
templated by the “warning declaration.” How can we 
guard against these untoward developments or ensure 
unity of action if they occur? 

In the first place, the United States should be able 
to count on its friends if a clear-cut and new aggression 
from China and North 
Korea were committed. 
On the other hand, it 
should be understood that 
such support would only 
be forthcoming if the 
United Nations had de- 
cided that a new aggres- 
taken 
place. Also, the govern- 
ment of South Korea must 


be convinced that it has 


sion had in fact Pearson warns the US: 


nothing to gain and everv- 
thing to lose by sabotag- 
ing either the armistice or 
the Korean peace confer- 
ence, if and when it takes 
place. Finally, it should 


be made quite clear that 


of aggression. 


our objective in Korea is 
to defeat aggressio ‘ 

. : iggression, and not appeasement. 
not to impose unity on 
force. 


Any doubt on this lat- 


that country by 


ter point would certain- 


ly make cooperation in 
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In diplomatic language, but with 


unmistakable frankness, Lester 


1. Consult your allies closely, continuously. 


2. Don’t expect renewed allied military aid in 
Korea unless the UN—not Syngman Rhee—de- ’ 
cides there has been new aggression. ton 


3. Don’t expect allied cooperation to unify 
Korea by force; the only UN aim is the defeat 


4. Don’t threaten to quit the UN if Peking is 
admitted; allied recognition of Red China is 


5. Don’t blame India because its millions fear 
hunger more than the Kremlin. 


the Far East extremely difficult if not impossible. 

It is true that the unification of a free and demo- 
cratic Korea by political means remains a United Na- 
tions objective. There is, however, no greater obligation 
on any member of the United Nations to help bring 
this about by military means than exists in the is- 
sue of German unification. 

There are dangers, then, to our coalition in Korea. 
Greater dangers, however, may arise from the policy 
we should adopt, not merely against Communist mili- 
tary aggression but against communism itself, and 
Communist governments, in the Far East. 

This problem becomes immediate and compelling in 
the case of Red China. Should there be recognition or 
exclusion, trade or no trade, co-existence or implac- 
able hostilitv? The problem is even deeper and wider 
than China. It is concerned with differing views about 
the nature and meaning of Asian communism in gen- 
eral. Here again, however, China provides the best il- 
lustration of the danger of disunity. 

Certain governments, including the United King- 
dom, have recognized the Communist government in 
Peking. This, they emphatically claim, does not in- 
dicate any approval of communism on their part. It is 
merely recognition of the fact that the Peking regime is 
now in effective control of continental China and that 
it is idle to pretend otherwise. To accuse governments, 
because of this recognition, of “appeasement”—a word 
which is now becoming 
charged with more and 
more emotion and less and 
less meaning — does no 
service to the cause of 
cooperation by the free 
world in Asian matters. 


It may be unwise and 





inexpedient in the pres- 
ent circumstances to give 
formal recognition to 
Communist China, but to 
argue that such recogni- 
immoral would 
mean, if we are to be 
logical, that recognition of 
any Communist govern- 
ment is immoral + and 
should not be given, or if 
already given, should be 
withdrawn. To carry the 
argument farther, we 
should isolate ourselves 
completely from every 
Communist government 
and accept the inevitabil- 
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... and disunity in Asia.” 


ity of permanent conflict as long as that government 
survives. We should not, for instance, discuss political 
questions with the Chinese Communists at a Korean 
or any other political conference—something, inci- 
dentally, we have already agreed to do. 

The same “tough” viewpoint is expressed in state- 
ments to the effect that there should be no trade of any 
kind with Communist China, and that if the Peking 
government is ever admitted to the United Nations, 
the United States should walk out, and for good. If 
these views became US policy, cooperation in Asia 
with other countries would be hard to achieve. 


Red China: target for the West? 


Such a stand at once poses two questions: Is the 
Peking regime, in fact, a firm and fixed element in the 
international Communist conspiracy? Or is it a move- 
ment, directed and controlled by loyal Marxist-Leninist 
Communists, but deriving its greatest strength from 
national feeling and from the passionate desire of its 
people to escape from poverty and starvation, exploita- 
tion and hopelessness—conditions the Cominform has 
so successfully exploited, especially in Asia? 

The emphasis in many quarters in the United States 
is on the first, the extreme “Cominform” concept of 
Chinese communism. Opinion in certain other coun- 
tries of the coalition tends to stress the second, the 
national and social basis of the regime. These different 
approaches to the problem result in different policies, 
which may jeopardize cooperation in Asia, 

The first approach counsels militant counter-action; 
impatience with any course that seems to temporize 
or compromise; support for any anti-Communist leader 
or group, regardless of whether it has—or deserves— 
popular support. 

Specifically, it implies that our policy should be to 
strengthen and assist the Chinese Nationalist govern- 
ment on Formosa in every possible way as the one 
which in due course will overthrow the Peking regime. 
The assumption is that once the Chinese people, per- 
secuted, oppressed and disillusioned by Communist 
tyranny, realize that unrest inside the country can be 
supported by strength from outside, they will rise and 
join the armies which come to their rescue. 

It will, however, be difficult to work out any united 
policy toward China on this basis. It means, frankly, 
a declaration of active and fixed hostility, with all 
action short of general war, and even at the risk of 
such war, not only against Communist aggression, but 
also against Chinese communism. 

The other, the more qualified concept, can also 
split the alliance apart if it is interpreted to mean that 
all that has happened in China is an agrarian revolu- 
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tion, a surge of nationalism, joined with social and 
economic reform and allied to Moscow mainly because 
of the intransigent opposition of the United States. 
While the Chinese masses may well be far more in- 
terested in rice than in Marx, and may acquiesce in any 
government which promises them land and food and 
shelter, it is unrealistic to the point of dangerous self- 
deception to ignore the fact that these stirrings, these 
passions, have, for the time being at least, been har- 
nessed to violence and revolution by the forces of in- 
ternational communism for purposes which are reac- 
tionary, aggressive and prejudicial to peace. 

To understand the meaning of Asian communism, to 
place it, as we should, against the background of 
foreign exploitation and feudal oppression, is one 
thing. But it does not mean that at this time we should 
welcome into the international community, as a state 
willing to abide by the principles of the United Na- 
tions Charter, a regime which has committed aggres- 
sion in Korea and has yet to show that it is willing to 
contribute to a peaceful and democratic solution of 
the Korean or other Asian problems. 


Unite against aggressors, not Asians! 


What, then, should be done to keep the alliance 
strong and united as it faces the coming test provided 
by our different approaches to Far Eastern problems? 

In the first place, the Western European nations and 
the members of the Commonwealth must appreciate 
that the American people have made great sacrifices 
in resisting aggression in Korea against Chinese Com- 
munist armies, and are determined that this Commu- 
nist aggression, if repeated, must be defeated once and 
for all by whatever measures are adequate for the pur- 
pose. To this end, we must be willing to merge our 
own strength with that of the United States under the 
United Nations, thus ensuring that these measures are 
genuinely collective. Otherwise, the United States may 
be driven to isolated action in Asia. But isolation, like 
peace, is indivisible. There cannot be unity of action 
in Western Europe and disunity in Asia. 

If, however, we are to work together in this way, 
and if isolation is to be avoided, the other members of 
the alliance must have confidence in the objectives of 
American policy in Asia and confidence also in the 
methods by which those objectives can be realized. 

What should be the basis of a policy which will 
inspire this confidence and make this cooperation firm 
and effective? 

We must not compromise with Communist aggres- 
sion. This does not mean, however, that we should 
assume that every anti-colonial, nationalist or revolu- 

(continued on page 14) 
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Ban! -upt, Iran seeks end to West's boy- 
cott of nationalized oil, an explosive 
issue for ousted Mossadegh group, Reds. 
West no longer needs oil; the USSR does. 
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Rival claims to Kashmir keep Indian, 
Pakistani armies facing each other over 
old truce line. Compromise could trigger 
extremists into power in either country. 
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Economic empire is goal of Soviet indus- 
try, strategically placed to exploit Sin- 
kiang resources, harness Manchurian, Ko- 
rean mills; tempt machine-poor south Asia. 
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Land hunger, racial unrest are used by 
Reds to build local strongholds, make south 
India a base for disorder (as in Ceylon 
strike), or a coup (as attempted in Iran). 
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Civil warfare bleeds Southeast Asia: 
Burma fights Reds, refugee Chinese Na- 
tionalist army, local minority; Reds alone 
disrupt economy of Malaya, Philippines. 
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Rice bowls of Southeast Asia supply vital 
food to India, Indonesia, Ceylon, Japan. 
Reds could use them as a political lever, | 
already are cutting output of Viet Nam. 
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Expansion of effective Chinese rule over 
Tibet puts Reds in position to rouse restless 
mountain peoples, put pressure on India 
as well as weak nations of Southeast Asia. 
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Unification, even by force, is aim of Soutt 
Korea, blocks any settlement leaving Nortt 
Korea a buffer for Red China, South Ko- 
rea a beachhead of US defense system. 
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Rearmed as a US ally, Japan would coun 
terbalance Red China. But, as best marke 
for Japan's exports, China could pull Ja! 
pan into neutralism, or the Soviet orbit: 
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Unpopular war is fought against Reds by 
reluctant French, apathetic Indo-Chinese. 
French withdrawal, or full Chinese inter- 
vention would peril key to Southeast Asia. 
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Exile regime of Chiang Kai-shek seeks to 
regain Chinese mainland with US help; 
Reds fear Formosa as a threat, while US 
weighs its value in destroying an enemy. 
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Colonial legacy to Indonesia is instability: 
armed bands left over from war agains? 
Dutch; weak government, Red-supported; 
dispute with Dutch over west New Guinea: 
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tionary movement is Russian Communist in origin and 
direction, any more than we should assume that with 
patience and sympathy every Asian Communist leader 
can be turned into a Tito. 

We must avoid taking up rigid and inflexible posi- 
tions based on emotion rather than intelligence, on 
short term rather than long term considerations. 

We must convince the Asian peoples that democ- 
racy can do more for the individual than Communist 
tyranny can ever hope to. We can do this in many 
ways, by constructive policies in our own countries, by 
plans for mutual aid, and also by removing the im- 
pression that the Western allies are, in the East, as- 
sociated only with regimes and societies that do not 
meet the desire for change of the awakening masses. 

Our policy in Asia must be more than a policy of 

mere opposition to communism. It must be construc- 
tive; and anti-communism should not be the only claim 
to our assistance. 
- The new Asian countries have problems of a magni- 
tude that would stagger a Western statesman. These 
countries may be old in the arts of civilization and 
steeped in ancient culture, but as political entities they 
are new and are faced with the problem of building 
in a few vears cohesive and stable national societies 
which will provide a good life for hundreds of millions 
who have known little but distress and want. 

We should remember this when we tend to get im- 
patient at what we consider to be the “neutralism” of 
a country like India in what is to us a desperate con- 
flict between the forces of Communist imperialism 
and free democracy. The conflict may not seem so 
simple to people who are preoccupied with the struggle 


for self-government and economic progress, millions 
of whom live under the recurring threat of starvation 
and who may be pardoned for thinking that hunger 
and servitude are worse enemies than Marxism. 

We should recognize that new forces—economic, 
social and national—are at work in Asia, forces that 
would have erupted in disturbing ways even if there 
had never been a Communist revolution in Moscow. 
We cannot reverse these forces. We in the West ignore 
them at our peril. 

Where communism has been able to take over these 
new forces, as in China, we should neither blind our- 
selves to the dangers of the situation by wishful think- 
ing nor increase those dangers by rash and provocative 
policies. Furthermore, by associating counter-revolu- 
tion—which can develop indigenously, as it has so 
often done before in China—with foreign intervention 
and foreign assistance, we may strengthen rather than 
weaken Communist regimes. 

Finally, it is not enough to agree on basic principles 
of policy. We must apply them collectively. This can 
be done effectively only if there is close and continu- 
ous consultation, which means more than ad hoc meet- 
ings to reach last minute decisions in an atmosphere of 
crisis. On the one hand there must be wise, steady and 
patient leadership, not swayed by every gust of popu- 
lar passion, and, on the other, loyal and firm support. 

If we adopt and carry out these principles of policy 
and collective action, our grand alliance of free peoples 
will be able to meet the test of the difficulties that face 
it in Asia. We shall be able to show in peace, as we 
have in war, that there is a strength in the cooperation 
of free men that slave societies can never achieve. 


SAME HONORABLE ANCESTOR—WHICH IS HEIR TO CHINA’S FUTURE? 








Mao Tse-tung addresses Red China’s National Committee, 
flanked by portrait of Sun Yat-sen, 
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“father of modern 
China” who enlisted Communist aid in 1920s revolution. 


Chiang Kai-shek assumes presidency of China-in-exile un- 
der symbolic gaze of his revolutionary mentor and founde: 
of the Kuomintang (Nationalist) party — Sun Yat-sen. 
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Founders of a new Europe, Jean Monnet (left) and French 


Foreign Minister Robert Schuman took first ste p to unity 





when Coal and Steel Community treaty was signed in 1951. 
Monnet originated idea; Schuman gave it his name. 


An exclusive interview with Jean Monnet 





MR. EUROPE TALKS $ 


By GEORGE W. HERALD 


WORLD s Chief European ¢ orrespondent 


LUXEMBOURG 
HE European Coal and Steel Community is here to 


stay. This is the inescapable conclusion of anyone 


who talks with Jean Monnet, president of this revo- 
lutionary organization which merges the basic indus- 
tries of six European nations—France, West Germany, 
Italy, the Netherlands, Belgium and Luxembourg—into 
one supranational unit. Out of nothing, this practical 
idealist has created a sound and going concern whose 
solid reputation can be measured by President Eisen- 
hower’s recent suggestion to Chairman Alexander 
Wiley of the Senate Foreign Relations Committee. It 
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was that the investments of the Community be 
financed in part by the US government “out of moneys 
available for such purposes and under conditions in- 
suring proper use and ultimate repayment.” 

This phrasing indicates that the President is not 
contemplating a gift, but a regular loan to be guaran- 
teed by the Community's tax income. As the matter 
will come up for debate soon after Congress recon- 
venes in January, I went to see M. Monnet at his 
Luxembourg headquarters to ask him whether he feels 
that “conditions insuring proper use and ultimate re- 
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MR. EUROPE TALKS SHOP continued 


payment” have been established in the first year of 
the Community's existence. 

Jean Monnet is not the boastful type of pioneer; 
he has been exceedingly cautious in his public state- 
ments. His words, therefore, carry all the more weight. 

“The common market for coal and steel has become 
a reality,” he said. “The organizations of the new 
Europe are functioning. The division of responsibility 
has been established. Our decisions are being accepted 
and carried out. We have proved that Europe can 
operate a federal institution as well as manipulate a 
vast common market of 160 million customers.” 

In concrete terms, I was told, this means that all 
customs duties within the six-nation area on coal, iron 
ore and scrap have been abolished. Import and export 
quotas and licenses no longer exist. Foreign currencies 
are freely allotted for purchases abroad. Double pric- 
ing—the custom of charging different prices outside 
the country—is forbidden. Discriminatory practices 
favoring certain buyers have been prohibited. 

“Some countries granted preferential railroad trans- 
portation rates to their nationals,’ M. Monnet ex- 
plained. “Others gave subsidies to certain enterprises 
or let them buy coal more cheaply than they should 
have. We have taken formal decisions to stop such in- 
fringements of the common interest.” 

How, I asked, does the High Authority arrive at 
its decisions? 

“First we consult a great many experts, employers, 
workers, consumers, dealers, and their respective or- 
ganizations,” M. Monnet told me. “Then we seek the 
opinion of our Consultative Committee and the Coun- 
cil of Ministers. We consider all aspects of the matter 
before we render a formal decision.” 

“How many formal decisions have you taken?” 

“So far we have taken forty,” he told me. 


The 6 member nations 
FRANCE GERMANY 
NETHERLANDS 


European 
LUXEMBOURG 


Coal and 
Steel 
Community 
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New Europe’s Cabinet, 


ITALY BELGIUM 


each send one cabinet minister to the 


COUNCIL OF MINISTERS 


which coordinates national and Community 
policies, and by majority or unanimous vote, 
can veto certain decisions of the High Authority 




























“And all of them have been faithfully carried out 
by the six member governments?” 

“All of them. Even in cases where industrial or 
national interests were opposed to the viewpoint ex- 
pressed by the High Authority, they accepted our 
decisions. What this means can be fully grasped only 
if one considers that we often succeeded within a few 
weeks in getting measures adopted on which the na- 
tions had failed to reach an agreement for years.” 


Open market boosts output 


I asked M. Monnet if Europe’s economy was begin- 
ning to show the beneficial effects of his work. He 
produced statistics showing that coal deliveries from 
Germany to other countries had increased by 636,000 
tons in the first eight months of the common market. 
Deliveries from Belgium were up by 672,000 tons and 
from strike-ridden France by 271,000 tons. 

“This already has enabled Europe to save millions 
of dollars she used to spend on coal imports from the 
United States,” he pointed out. 

“What about steel?” I inquired. 

“In steel, progress has been less spectacular. Pro- 
duction and exchanges have stayed at about the same 
level as in 1952—mainly because of the international 
situation but partly because the common market 
doesn’t yet function perfectly. In all fairness, we 
couldn’t have expected much better in so short a time. 
Old habits—and rules—cannot be broken overnight. 
Progress must necessarily be gradual. The treaty itself 
gives us a maximum transition period of five years in 
which to bring about the free flow of coal and steel 
throughout the Community.” 

Up to now the selling and, in some cases, the buy- 
ing of coal have been almost wholly in the hands 
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of centralized organizations which often negotiate 
trade deals with one another. These monopolies inter- 
fere with the customer’s freedom to buy from the 
supplier of his choice. The High Authority is deter- 
mined to put an end to such abuses. 

In the domain of steel, the situation is this. On one 
hand, the Community has freed steel prices: every 
producer can now set his own price, provided he 
makes his price lists public. On the other hand, the 
High Authority, in a recent report, felt “bound to regis- 
ter the fact that prices had been fixed, not by firms 
individually but by agreement among them and un- 
der the auspices of the national organizations to which 
they belong.” 

Price cartels, just like sales monopolies, are obvi- 
ously in direct contradiction to the aims of the Com- 
munity,” M. Monnet declared. “In the past few months 
we have received twelve written complaints from 
consumers against monopoly practices by sales or- 
ganizations. We are investigating them.” 

One case which arose from an early complaint by 
German consumers has already been dealt with. It 
involved the Oberrheinische Kohlenunion, which de- 
cided to monopolize deliveries to all industries con- 
suming more than 30,000 tons of coal a year. The 
High Authority gave the Kohlenunion two weeks to 
retract its decision. It obeyed. 

“What would happen if your orders were dis- 
obeyed?” I asked M. Monnet. 

“We could fine offenders up to 10 per cent of their 
annual turnover,” he replied. “They could appeal to 
the Court of Justice but, if the appeal were rejected, 
they would have to pay. Fortunately, this situation 
hasn't come up so far.” 

M. Monnet feels that discriminatory and protective 
measures are preventing Europe from fully realizing 


78 members chosen by parliaments of member nations: 
Germany, Italy, France each send 18; Netherlands, 
Belgium each send 10; Luxembourg, 4. Meets annually 
to review policy, can dissolve High Authority by 2/3 vote. 
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its mineral resources. By hampering production, they 
lower Europe's export capacity, which is vital to its 
existence, and keep down general living standards. 
“The nations of the Community have enough coal 
underground to last for a thousand years,” he said. 
“And yet we have created a dollar deficit of $2 billion 
in the past four or five years by importing coal from 
the United States. Even so, we consume only two tons 
of coal per capita a year, compared to eight tons in 
America. Our steel consumption is 506 pounds per 
capita, while that of the US is 1340 pounds, which 
shows how behind we are in the march of progress.” 


Boom-minded, investment-conscious 


Thus M. Monnet considers the expansion and mod- 
ernization of the Community's coal and steel industry 
one of his most urgent tasks. Annual steel output has 
now reached 42 million tons per year; he wants to get 
it up to 48 or 50 million tons annually within the next 
five years. During the same period, coal production is 
to be raised from 240 to 280 million tons anually. 

“Obviously this will require an enormous amount of 
new investment of which only a part can be financed 
by the enterprises themselves,” M. Monnet said. 
“That's where the High Authority comes in. One of 
the formal decisions we took was to create a guaran- 
teed fund large enough to service external loans. For 
this purpose we are now levying a 0.9 per cent tax 
on the total coal and steel output in the Community.” 

“How do you collect the tax?” 

“It’s very simple,” he replied. “We have established 
a list of 574 coal and 434 steel firms to be taxed in the 
six countries concerned. Every month, they pay their 
dues to one of the banks designated in each country.” 

“And how much does that bring in?” 











Receives appeals from private producers, resolves con- 
flicts between Assembly, Authority, Ministers, has final 
ruling in interpretation of Community statutes. 
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MR. EUROPE TALKS SHOP continued 


“About $4 million a Something less than 
20 per cent of this sum is used for administrative ex- 


month. 


penses. We also have to repay advances made by the 
member states before we got started. But we still ex- 
pect to have a reserve of $20 to $25 million by the 
end of this year, and a fund of some $50 million by 
the end of 1954. 
capitalization.” 
M. Monnet pointed out that the High Authority it- 
self is not in business. It may borrow money for the 


This will constitute the basis for 


construction of workers housing, the technical reedu- 
cation of workers and certain measures to increase 
production. But in general it will confine itself to 
guaranteeing loans made to worthy enterprises. It 
has learned through questionnaires and direct visits 
what investments are planned by the various firms. 
The present practice is for the Community to examine 
these plans in the light of its long-range needs and 
try to fit them into a comprehensive program of mod- 
ernization and expansion for the whole area. 

M. Monnet estimated before the US Congress last 
June that $1.25 to $1.5 billion would be needed to mod- 
ernize European coal and coke production to the point 
where the dollar deficit from US coal imports could be 
eliminated. At that time, he said part of this sum 
could be financed by the manufacturers and another 
part from issues on the European market, while about 
one-third would have to come from other sources. | 
asked if these appraisals still stood. 

“The situation is continually developing,” he re- 
plied, “and the investigations we have made since 
June have certainly given us a much clearer picture. 
All I can say is that the program we are going to sub- 
mit will be based on very precise figures.” 

“When do you think such a program can be sub- 
mitted to potential investors?” 

“By the beginning of next year.” 


Merger with Britain? 


I suggested that potential investors might be greatly 
encouraged if the Community sought a closer associa- 
tion with Great Britain. 

“They certainly would, 
M. Monnet said. “We plan to submit proposals for 
concrete forms of association between the Community 
and the UK within the next few months. You see, the 
British are a cautious people. They don’t like to deal 
with project-makers. They prefer to wait and see if 
the project works. By now they can see that our 
scheme does work, which greatly improves our chances 
of making an arrangement with them.” 

“An arrangement along what lines?” I asked. 

“At the moment,” M. Monnet replied, “I can say 
only that we want to create an institutional frame that 
will permit permanent concerted action between the 
UK and the Community. We shall also try to work 
out a number of regulations on competitive action in 


and we are working on it,” 
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specific fields of markets and supplies by which both 
partners will abide. Details, of course, remain to be 
negotiated.” 

I asked, “and the 
Community gets into full swing, do you think it might 


operate alone for decades, regardless of what hap- 


“If all these plans are realized,” 


pens to the other projects for European integration?” 


“Of course not,” was the answer. “The Community 
is only a first step, and we shall hive to go farther. 
The European Defense Community, for example, 

necessary because it will be our only means of con- 
tributing to an effective defense of the Continent. 
The days when Europe could be defended by a 


coalition of national armies are definitely over.” 


Indispensable: a European Parliament 


I asked, “And if the EDC is not ratified?” 

“That is a hypothetical question. 1 am_ perfectly 
confident that the EDC will be ratified in due time 
by all the countries concerned. There is no alterna- 
tive to it. | want to add, however, that there must be 
a civilian authority to which the generals of the 
European Army can be made responsible. There can 
be no European Army if there is no Europe.” 

“You mean a European Political Community?” 

“Yes. Once you have the common coal and steel 
market and the European Army, you will have trans- 
ferred almost 35 per cent of Western Europe's na- 
tional income to a European level. That is an enormous 
percentage, and at this point a political authority over 
these institutions, empowered by a parliament directly 
elected by the Europeans, becomes indispensable.” 

| mentioned that I had recently observed a tendency 
among French politicians to water down the European 
Political Community project. They seemed to dislike 
the idea of a European parliament and an executive 
council with supranational powers. Instead, they were 
advocating a loose partnership of states in which a 
Council of Ministers from the six countries would 
have to endorse every decision. 

M. Monnet strongly objected to such proposals. 

“That would undo everything we have accom- 
plished,” he said. “The whole point of our work is to 
induce national states to give up some of their 
sovereignty for the common good. A European Com- 
munity de pending on agreements by a Council of 
Ministers would be a contradiction in terms. It would 
merely be the old divided Europe under a new label. 

“All of us know that neither Europe nor the rest of 
the world can secure peace by such means. Twice in 
this century European conflicts have obliged the 
United States to throw its forces into battle on the 
Continent; they have brought us as well as the Soviet 
Union to the edge of destruction. Disunited, we shall 
once again become the victims of mutual suspicion 
and nationalist ambitions. Only by uniting will the 
Europeans establish the basis for a lasting peace.” 
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What's cricket ‘in Parliament—or 


How to Tame an M.P. 


By A. P. Herbert 


Among the parliaments of the world—whose mem- 
bers are as human as anyone else—Britain’s House of 
Commons stands out as a model of discipline and de- 
corum, often—to outsiders—incomprehensibly so. Won- 
dering by what magic British parliamentarians pre- 
serve their sangfroid and their dignity in today’s tense 
world, we asked a longtime Member of Parliament 
and England’s favorite humorist for an explanation. 
Here is his answer: 





LONDON 

FTER one hot argument recently, a not very big 
Br sociatia marched across the Floor of the House 
of Commons and struck a big Conservative—a sitting 
bird—in the second row. The big Conservative had 
been a Commander in the Navy and, besides, a box- 
ing champion of some note. But he said not a word, 
did not a thing, and continued to sit there with his 
arms folded. It was impossible not to see that this in- 
cident showed more than an individual reaction. It 
pointed up eloquently how deeply embedded in its 
Members is the doctrine and the discipline of Parlia- 
ment. 

The British have been playing this difficult game 
for a very long time, and the spirit and the rules of it, 
like the rules of cricket, are in their very blood and 
bones. And, at every turn, the new Member is inescap- 
ably reminded of them. 

When a young man enters the House of Commons 
for the first time some things may strike him as silly. 
On examination, however, most of them are seen to 
be a part, historical or practical, of the same code of 
manners. 

When I proudly hung my hat on my own particular 
peg in the Members’ Cloak Room I was surprised to 
see hanging from it (the peg) a bight of pink tape, 
of the kind we call “red” in government offices. That, 
I was told gravely, was where I left my sword be- 
fore I entered the Chamber. 

Of course I had no sword, but the symbol of it 
pursued me. In the Chamber, though a very humble 
back-bencher, I sat on what was, geographically, a 
front bench, the one “below the gangway,” where Sir 
Winston Churchill used to sit when he was “in the 


December 1953 


wilderness.” Along the front of that bench (and the 
tront bench opposite across the Floor, or “nave,” of the 
House ) lay a narrow mat. No Member speaking from 
either of those benches must step off the mat. Indeed, 
if he thrusts so much as the toe of a shoe over the 
edge into No Man’s Land (which is very easy to do) 
there are loud cries of “Order! Order!” I was much 
taken aback the only time it happened to me, in the 
middle of a passionate argument, for | had not the 
faintest notion what I had done wrong. A colleague 
afterwards explained the reasoning behind it: “The 
idea is that you mustn't be within sword’s length of the 
fellow on the other side.” 

That, | suppose, sounds rather silly. Swords are no 
longer worn. But there are other weapons of offense. 
If a speaker were allowed to wander about, shaking 
his fist, thrusting his face into the faces of his op- 
ponents, there would be a strong temptation to biff 
him on the nose. So, swords apart, the rule may have 
some practical merit still. 

When Marshal Tito came to London, the only oc- 
casion, | believe, when his bodyguard had to put off 
their pistols was his visit to the House of Commons. 
The rule is strict that no weapon may be brought in 
by Member or stranger, though oddly enough it is a 
‘custom” merely, and was not put into writing, it 
seems, till 1930. No one supposed that the Marshal's 
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How to Tame an M.P. continued 


men would open fire. On the other hand, it was con- 
sidered that here, at least, their guns would be an 
unnecessary burden. At all events, there was the rule; 
there was the fundamental doctrine common to all 
the English speakers (and some others) “Words—not 
Swords,” and for no one could it be suspended. 

It is general doctrine today, you may say, though 
when one reads of occasional “scenes” in certain 
European parliaments one is not so sure. But what we 
may well boast about, and wonder at a little, is this: 
that we laid down the doctrine of “Words—not 
Swords,” not in these polite times, but in an age when 
swords were worn and readily employed. Such small 
survivals as the tape in the cloak room, and the rule 
about the mat, may or may not be “sensible,” but 
they are valuable reminders, and we do well to pre- 
serve them. For, who knows? Men of violence may 
try to come again. If they do, they will not be met 
by tanks or troops, but by a suave attendant in evening 
dress who will say: “Excuse me, Sir, all machine guns, 
as you know, must be left in the cloak room. I will 
give you a larger piece of tape.” And the revolutionary, 
having been properly brought up, will obey. 

Some folk, in this Age of Hurry, laugh at the long- 
winded manner in which the Members must refer to 
one another—“My Right Honourable and Learned 
Friend, the Member for Burbleton Boroughs,” and so 
on. “Why not call him Mr. Smith, and get on with it?” 
they ask. But even this, the old men tell you, is no 
mere “feudal” or pompous relic of a distant age. It is 
part of the practical machinery for keeping the peace 
in Parliament and keeping “personalities” out of poli- 
tics. “Mr. Smith’s a liar” would pop out easily, it is 
true, and might save time. But then, how easily would 
the sword—or the fist—come up as well! 

Our wise old fathers thought of that. You may say 
that a Member “has made a statement which is not in 
accordance with the true facts, as I propose to show’; 
you may say that he is “misinformed” or even “reck- 
less,” I think; but you may not say that he is a liar. 
You may not even call him “Mr. Smith.” Perhaps you 
do not know his name, and have to mutter to your 
neighbors, “Who is that So-and-so?” If you do know 
his name, you may still have to fumble in your angry 
mind for his constituency. Is it Burbleton (North) or 
Burbleton (South)? Or, possibly, Burbleton Bor- 
oughs? 

Then, you seem to remember, you saw him in some 
sort of uniform early in the war. Perhaps he is an 
officer, in which case he is “Gallant” as well as “Hon- 
ourable.” Or he may be a barrister. Queen’s Counsel 
are “Learned,” but you are not certain whether junior 
barristers are “Learned.” Much thought has to be put 
into all this, and by the time you have got the long 
formula out—“The Honourable and Gallant Member 
for Burbleton Boroughs is, I am sure without inten- 
tion, making a confident assertion on rather unsub- 
stantial evidence”—the fire has gone out of you; and, 
more important still, you have said nothing that would 
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give him any excuse for rising wrathfully in his turn 
and punching you in the nose. 

There are, of course, other rules and restraints. “The 
imputation of bad motives, or motives different from 
those acknowledged: misrepresenting the language of 
another, or accusing him, in his turn, of misrepresenta- 
tion; charging him with falsehood or deceit; of con- 
temptuous or insulting language—all these,” says the 
highest authority, Sir T. Erskine May’s Parliamentary 
Practice, “are unparliamentary and call for prompt in- 
terference.” 

In a footnote to his book there is a formidable list 
of expressions which have been ruled “unparlia- 
mentary” on particular occasions—“factious opposi- 
tion,” “hypocritical lovers of liberty,” “villains,” “im- 
pertinence,” “gross calumny,” “slanderer,” “traitor,” 
“dishonest,” “vicious and vulgar,” “corrupt.” 

Some of these, I fancy, might get by today. The 
discipline is not so severe as it may sound, and a wit 
may still flatten his foe without getting into trouble. 
There was a remarkable example not long ago. A 
rather waspish woman Member, Socialist and what is 
called “left wing,” in a foreign affairs debate had made 
an attack on Sir Winston Churchill. “We used,” she 
said, “to see the Right Honourable Gentleman repre- 
sented on Conservative party posters as a bulldog sit- 
ting on the Stars and Stripes.” A Conservative Mem- 
ber, who spoke later, deprecated her attack, and 
added: “We all know what flag the Honourable Lady 
sits on: but nobody could say that she was a dog.” 
Perfectly parliamentary; no occasion for a rebuke 
from the Chair; but the House, I believe, laughed for 
a long time. 

The great Mr. Speaker Fitzroy had a habit of mut- 
tering to himself in tones that were clearly audible to 
anyone near his great Chair. One rather pompous and 
wordy speaker, who had been “up” for forty minutes, 
paused, and said weightily: “Now, Mr. Speaker, I ask 
myself this question .. .” 
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“And a damned silly answer you'll get,” growled 
the Speaker. 

A private Member's Humane Slaughter Bill was in 
committee. The lunch hour was near and Members 
with engagements were looking at their watches. The 
sincere but rather plodding Member in charge of the 
bill, having given a graphic picture of the sufferings 
of the cattle which were slaughtered in the bad old 
way, dragged out his elaborate explanation of the 
parts and workings of the new method—the humane 
pistol—till his audience was frantic with impatience. 
At last he said, “All that remains is to place this merci- 
ful weapon against the forehead of the unfortunate 
animal, and press the trigger—so.” He put the pistol 
against his own temple and pressed the trigger. There 
was a click, and an Honourable Member ejaculated: 
“Christ! It’s missed fire!” It is not recorded that he 
was suspended. 

The women Members are properly respected, but 
they have a sad capacity for making the men laugh in 
the wrong places. There was the earnest lady who, 
in a speech about the statistics on maternal and in- 
fant mortality in childbirth, cried: “Mr. Speaker, Sir, 
we have prenatal treatment, and postnatal treatment, 
and still we have these appalling figures!” 

The Committee Rooms at Westminster are upstairs; 
in the later stages of a bill, when it returns to the 
Chamber, Members often refer to what happened “up- 
stairs.” A lady Member who thought that a Cabinet 
Minister had gone back on an undertaking he had 
given in committee is supposed to have said in- 
dignantly: “The Honourable Gentleman had me up- 
stairs, but he’s not going to have me on the Floor of 
the House!” 


HE House of Lords does not have so much fun. To 
Tee motto “Words—not Swords,” it adds “and no 
Offensive Words.” 

Consider its Standing Order Number XXVIII— 
“Asperity of Speech to be Avoided”—and note with 
wonder that the date of it is June 13, 1626, the second 
year of the reign of King Charles I, a time when the 
sword leapt easily from the scabbard: 

“To prevent misunderstanding, and for avoiding 
of offensive speeches, when matters are debating, 
either in the House or at Committees, it is for honour 
sake thought fit and so ordered, that all personal, sharp 
or taxing speeches be forborn, and whosoever 
answereth another man’s speech shall apply his answer 
to the matter without wrong to the person; and as 
nothing offensive is to be spoken, so nothing is to be 
ill-taken if the party that speaks it shall presently make 
a fair exposition, or clear denial of the words that 
might bear any ill-construction; and if any offence be 
given in that kind, as the House itself will be very 
sensible thereof, so it will sharply censure the offender, 
and give the party offended a fit reparation, and a 
full satisfaction.” 

The Companion to the Standing Orders says that 
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“when heat is engendered in debate” any Noble Lord 
may move that the Standing Order be read aloud by 
the Clerk. This was recently done, and cooled tempers 
wonderfully, I believe. 

I showed the Order to Mr. Menzies, Prime Minister 
of Australia. He said: “I must take that home.” Who 
knows—perhaps that Standing Order, like the Speaker, 
like Erskine May, like “the Honourable Member” and 
other old-fashioned fruits of Westminster, may find 
its way about the world. It would do no harm in our 
own House of Commons. 

Will Russia, I wonder, ever send anything so “mod- 
ern,” so enlightened, round the world? 

At election meetings, even at street corners, the 
people cry, “No personalities! What's yer policy?” So 
said the House of Lords in 1626—“Apply your answer 
to the matter, without wrong to the person.” This 
distinction is—or fundamental tradition of 
British politics. However mad and dangerous you 
think the other man’s opinions, the assumption is that 
he is (a) human being like yourself, and (b) as sin- 
cere in his insanity as you are. One could name two or 
three London clubs which were founded as “neutral 
grounds” where, after bitter battles in Parliament, the 
Ciceronian statesmen of the past could meet and eat 
as friends. 

The same tradition prevails (as a rule) in the Smok- 
ing Room of the House of Commons, where you may 
see the hottest foes exchanging the friendliest gins. I 
have seen it rather tottery, here and there, in acrimoni- 
ous times; it is not quite so strong as it was “outside”— 
it does not go well with the “class war” or that boring 
and boorish Prussian Mr. Marx. 

Heaven forbid that we should lose the tradition al- 
together! I do not think we shall. 


was—a 
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THREE KINGS 
from the EAST 


A Cynic, a Mystic and an Oriental Patriarch are the Unpredictable 


Guardians of Vital South-East Asia Against Communism 


By Lucien Bodard 


Correspondent for France-Soir in Indo-China 


SAIGON 
nN A faraway land of the Orient known as Indo 
China live three kings. One is a man not long 


r 
Norodom Sihanouk, King of 


Cambodia. He still loves to play with toy soldiers 


out of boyhood: 


but has learned to play with real soldiers too. One 
is a man in his prime, whom years of danger and 
double-dealing have made an egoistic cynic: Bao-Dai 
ruler of Viet Nam. He ascended his throne with a 
sincere desire to govern, but today exploits his king- 
ship chiefly for his own ends. One is an old man, wise 
reverent and beloved by his people: Sisavang Vong 
King of Laos. After reigning uneventfully for forty-nine 
vears over his story-book Kingdom of the Million 
Elephants, in the closing years of his life he has sud- 
denly risen to the stature of a hero. 
These three kings, so different in age, in character 
and in aspiration, today all follow the same star which 


it the end of World War II. rose like a beacon in 


NORODOM SIHANOUK 
King of Cambodia, 


aged 31 


Ruler of 


BAO-DAI 
Viet Nam, 
aged 39 


the eastern heavens. Its light fell on all Asia, from 
the mountain villages of the Philippines to the squalid. 
teeming settlements of India’s vast, sun-baked plains; 
and in the hearts of the people it burned like a fever. 
The name of the star was Independence—independence 
for peoples long exploited by the white man’s rule. 
With its ascendency, a new era began in Asia; and 
the three kings, whom the French rulers of Indo-China 
had kept on as honorable images offered to the piety 
of their people, abruptly faced the realities of power 
in a shifting, violent world. 

They had been demigods before, spokesmen for 
their subjects with the gods in Heaven, whose primary 
functions were to appear in ceremonial robes at cen- 
turies-old religious rites. Now they were spokesmen 
for clamoring masses with the foreign administrators 
who for so long had ruled their lives. For war had 
come to Indo-China, and the menacing shadow of 


SISAVANG VONG 
King of all Laos, 
aged 68 

















Inside a pagoda, young King Sihanouk worships in s 


perched on a Louis XV chair, but flanked 
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THREE KINGS continued 
THE CHAMELEON KING LEARNED TO BE LOYAL TO HIMSELF 


communism hung darkly over the peaceful rice pad- 
dies and fruitful valleys. 

For seven long years the French fought communism 
in their colony with the blood and substance of their 
nation. It was clear that they could fight successfully 
only with the aid of the three kings and their peo- 
ples. And thus it happened that today sihanouk, 
Bao-Dai and Sisavang Vong have become rulers whose 
decisions are important for the entire world. For upon 
them, as much as upon the French Expeditionary 
Corps, depends the fate of Indo-China. And upon 
the fate of Indo-China depends the fate of South- 
east Asia, prime target of the Communists in their 
surging drive to capture all the nations of the Orient. 


HE most important of the kings is Bao-Dai, the Son 
Tor Heaven, Chief of State of Viet Nam, occupier 
of the ancient throne of Annam, to which he was 
returned from exile by the French in April 1949. He 
had served many masters before he was persuaded 
by the French to come back to his war-ravaged coun- 
try. Today he serves primarily himself. 

When his plane touched down at the airport of 
Dalat that April day four years ago, the dignitaries 
waiting to receive him saw first 
an enormous pair of dark sun- 
beneath an 


glasses elegant, 


dazzling - white sun helmet. 
Bao-Dai’s round, fat, broad- 
nosed face was impassive as 
he stepped from the plane onto 
the soil of his native land. 

He took his first steps as 
Chief of State with a sublime 
indifference. He did not even 
glance at the 
raised in his honor. He had no 
word for the line of Viet- 
Namese notables, nor any ges- 


imperial flag 


ture of appreciation for the 
speech of welcome read by the 
High Commissioner of France. 

A few weeks later he made 
his solemn entry into Saigon. 
There were many flags flutter- 
ing colorfully in the breeze; 
there 
there were bowing function- 
aries. From the people there 
came not a living soul. It was a 


were policemen, and 


fantastic reception. 

Bao-Dai was born in 1914, 
the son of Emperor Khai-Dinh, 
a sickly and tormented man. He 
was raised in France and spent 
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Red rebels strangle Viet Nam, threaten 
Laos, have not yet reached Cambodia. Pale 
red indicates rebel areas regained by French. 


his youth in Paris. Handsome and charming, blending 
oriental grace with Western manners, he was the 
darling of high society. Life, to him, was made up of 
days at the fashionable Jockey Club, afternoons of 
tennis, bridge and motoring, evenings spent at brilliant 
receptions and dinners of every kind. 

It was strange for him, therefore, to return at 
eighteen to the old Annamese capital of Hué, where 
henceforth he was to play the role of oriental sovereign, 
offering himself as an idol to his prostrate subjects. 
He wanted to modernize Viet Nam’s way of life, and 
at the same time be a ruler in the true sense of the 
word. But the French had other ideas, and so Bao-Dai 
became an oriental playboy king. 

He spent much time hunting, organizing long ex- 
peditions into the jungle. He indulged his passion for 
elephants and collected a large herd. He became a 
first-rate poker player. His love affairs were legend, 
even after the French authorities married him to a 
young lady of good family, a fervent Catholic of for- 
midable rectitude. Bao-Dai had five children by her, 
but the marital relationship was greatly impaired 
when, in a climactic outburst of indignation, she un- 
expectedly fired a revolver at him. The bullet missed. 

In March 1945, Bao-Dai’s 
playboy life suddenly and vio- 
lently changed. He was hunt- 
ing in the jungle when his party 
was surrounded by a detach- 
ment of Japanese soldiers. Re- 
volvers cocked, they brought 
him back to his palace at Hué. 
There a general of Hirohito’s 
army explained to him that the 
French protectorate was ended, 
that a new era of independence 
for Indo-China had _ begun 
within the Greater East Asia 
Co-Prosperity Sphere. The gen- 
eral gave him a proclamation 
and told him to sign it. Bao- 
Dai glanced briefly at the im- 

surrounding 
him, at the tanks and guns 
drawn up outside the window. 
He signed. 

“Independence” within the 
Japanese Co-Prosperity Sphere 
did not last long. Japan was de- 
feated, and to the palace at 
Hué came a tattered represen- 
tative of a new order: the Com- 
munist underground, or Viet- 
minh. Without ceremony, Bao- 
Dai was handed an order of 


passive soldiers 


> 
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abdication. Again he signed. The alternative, the Viet- 
minh delegate made clear, was death. 

Under the guns of Red guerrillas, Bao-Dai was con- 
ducted to Hanoi, the Vietminh capital. There the 
Communist leader, Ho Chi Minh, offered him the post 
of Supreme Counsellor. Bao-Dai knew that the evening 
before, the Tong-Bo, the Vietminh governing com- 
mittee, had heatedly debated executing the former 
Emperor then and there. He accepted Ho's offer. 

The Vietminh tried hard to make their Supreme 
Counsellor lose face. He had to give up his imperial 
name and was rebaptized as simple citizen Vinh-Tuy. 
He was subjected to indignities. One day Ho Chi 
Minh invited him to luncheon. At the table, as a guest, 
was Bao-Dai’s own chauffeur. 

His life was not worth much in Communist Viet- 
minh; in the spring of 1946 its value sank to nearly 
nothing. A few young people, in mistaken ardor, 
marched through the streets of Hanoi demonstrating 
in his favor, shouting: “Long live the Emperor!” The 
aftermath was immediate and drastic. Bao-Dai was 
exiled to a remote province, where he lived in fear 
of the arrival of an order for his execution. 

Instead, it was Ho Chi Minh who came, with an 
offer designed to test Bao-Dai’s ambitions. The old 
man wept, embraced him, and said: 

“I am too old and feeble to direct the state. Take 
my place—not as the Emperor, but as chief of the 
revolutionary movement.” 

Bao-Dai’s life hung on his answer. He did not know 
it, but Ho Chi Minh had the order for his execution 
in his pocket, to be carried out if he accepted. He did 
not. He was profuse in his excuses, but he refused. 
Ho left, and a few days later Bao-Dai was given per- 
mission to return to Hanoi. 

These were his last days in the Vietminh capital. 
Chinese troops were sent into the area to disarm the 
remaining Japanese, and their commander, General 
Lou-Han, arranged Bao-Dai's escape to Hong Kong 
on an American plane. In effect, the ex-Emperor was 
going into exile. 


Ao-pal the refugee soon was an almost forgotten 
B man. His life, behind a facade of glamor, was a 
shabby one, for he haa little money. But when, in 1949, 
the French authorities approached him with a pro- 
posal to set him up once more as Chief of State of Viet 
Nam, he saw his opportunity. 

The French were bogged down in the war in Indo- 
China; they needed a rallying point for the people's 
support. Bao-Dai was essential to the plan they had 
in mind: to make the wearing struggle against the 
Vietminh an inspiring patriotic war for the survival of 
a free Viet Nam. The former Emperor imposed condi- 
tions. He reserved for himself rights which would 
make it possible, in time, for him to exercise real 
power. The French reluctantly agreed. 

From the beginning, the French authorities were 
disappointed in the man they had sought to make 
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The Son of Heaven, Bao-Dai in 1932 quit Paris high life 
to sit in impotent splendor on the colonial throne of Annam. 


A worldly exile in Cannes, Bao-Dai emerges smiling from 
1949 meeting with French to prepare his return to power. 
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THREE KINGS continued 
their puppet. For Bao-Dai began his rule in Viet Nam 
by doing nothing at all. 

His arrival, with his complete indifference for those 
who came to welcome him, proved to be symbolic. 
Bao-Dai, in fact, was initiating a policy of self-efface- 
ment. He wanted his subjects to forget that he had 
returned only thanks to the French, as an agent of 
colonialism at a time when liberation was the people's 
watchword. He established himself at Dalat, on a 
high plateau in the heart of the jungle. There he led 
the life of an epicurean recluse surrounded by a small 
court of princes, mandarins and old friends. He lived, 
not in a palace, but in a charming modern villa. 

His life revolved around the things he loved best— 
hunting, fishing, poker, bridge and parties. North of 
Banmethuot, in the virgin wilderness, he built a hunt- 
ing lodge on a hilltop overlooking a beautiful moun- 
tain lake. He bought wild anima's captured by the 
natives and herd of tame 
elephants. He wanted particularly a herd of gaurs, the 
immense and savage wild cattle of the area which 
stand more than six feet high at the withers. On the 
balcony of his lodge he installed a powerful telescope 


once again built up a 


with which to study them as they grazed on the moun- 
tainside at sunrise and sunset. 


E SURROUNDED himself with people he trusted. 
H Many of them are adventurers—men he knows 
and appreciates as bons vivants, as fearless, resourceful 
and intelligent friends. Beyond these chosen few, Bao- 
Dai puts his faith in no man. His distrust of humanity 
is extreme. In the years when death was the penalty 
for a false move, he developed a secretiveness and sus- 
piciousness which have not left him. To those who of- 
fend or oppose him he can be hard and cruel, deliber- 
ately preparing his revenge. Yet to his friends he shows 
the tolerance, almost kindness, of the complete cynic 
who believes in no one but himself. 

At Dalat, too, Bao-Dai built up a transportation 
fleet on land, on the sea and in the air, ready for any 
contingency. He bought fine sports cars, a yacht, and 
several airplanes maintained by French crews, one of 
them a converted long-range Liberator bomber. The 
stewardess of his air fleet is a young Eurasian inter- 
nationally famous for her beauty. 

Bao-Dai was careful not to antagonize the French. 
Though they needed him, he was aware that his po- 
sition depended on them also: without France, na- 
tionalist Viet Nam would go under, an easy prey for 
Ho Chi Minh. He cooperated with the authorities, 
appointed pro-French ministers under constitutional 
laws which gave him the right to set up and dismiss 
governments as he chose. But he used this power 
cleverly. He made men only to undermine them after 
a while. By Machiavellian intrigues he inched toward 
his ultimate goal: restoration of his empire and undis- 
puted control over an independent Viet Nam state. 

Bit by bit, he improved his position. Unobtrusively 
he reestablished the trappings of empire. More and 
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THE LITTLE KING PUT AWAY 


7 


v 


A demigod to his kneeling bush subjects, King Sihanouk 
of Cambodia exploits the pious role assigned him by 


more he was His Majesty. He inaugurated an Imperial 
Cabinet which may eventually supplant the govern- 
ment. And, finally, he accumulated money and put it 
away ina safe place. He had no intention of ever again 
facing the near-misery of his exile in Hong Kong. 
Today, after years of painstaking preparation, Bao- 
Dai is about to reap his reward. By exploiting Viet 
Nam’s aspirations to independence, he has made him- 
self his people’s spokesman. He has pledged the 
French full assistance in the war against the Vietminh. 
He has maintained friendly relations with the United 
States, counting on continued US military aid and 
hoping that US intercession with the French will win 
Viet Nam freedom from colonial rule. He has studious- 
ly practiced a hands-off policy toward Communist 
China, avoiding any action which could possibly lead 


World 


France. But he values even more the loyalty of his na- 
tionalist-minded army, which he leads during maneuvers. 


to full scale Red intervention from the north in the 
Indo-Chinese war. 

In Viet Nam, he has already, in effect, established 
a personal regime. He has succeeded in organizing 
a National Assembly which, while preserving the out- 
ward appearances of democracy, cannot be dangerous 
to him. Full restoration of the ancient empire of An- 
nam as a free and sovereign nation is now within his 
grasp. 

But Bao-Dai operates solely from the top, and only 
with important people. He distrusts the common man. 
His power rests on the classic instruments of might: 
army, police, functionaries. His regime, like that of 
the Kuomintang, has no ideology, no élan. As long 
as this situation persists, Bao-Dai will have to depend 
on protection, whether French or American. 
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By Bao-Dai’s own standards, he has done a good 
job. The future, he is convinced, will be decided by 
an all-out war between Russia and the United States. 
If communism wins, so much the worse; he is ready 
to flee the country and live the life of a rich refugee 
in some non-Communist corner of the world. If com- 
munism loses, he will have built something solid: the 


empire of his forefathers, with himself its ruler. 


eEYOND a frontier running crookedly southwest of 
B Bao-Dai’s embattled homeland lives the youngest 
of the three kings. Compared to the twenty-five million 
diligent and energetic subjects of Viet Nam, Sihanouk’s 
is a small nation. It numbers some four million people 
tall in stature, dark and handsome. The Cambodians 
are known chiefly for their charm, their piety and 
their happy indolence 

For many years King Sihanouk was nicknamed “The 
Little King.” 


very plump, with a soft manner and a high, piping 


He is thirty-one years old, very short, 


voice. His palace at Pnompenh—a name which reads 
like a cold in the head but is pronounced p’nom’ pen— 
has pointed roofs, seven-storied parasols and stylized 
cobra heads which look like the stage set for an exotic 
operetta. 

Sihanouk is King of Cambodia because the French 
authorities made an error in judgment. When the old 
King Sisowath died in 1941, his rightful successor 
was Crown Prince Monireth, a big, handsome man 
every inch a ruler. He was a strong personality with a 
cultivated intelligence, paternalistic toward his people 
and above any kind of fanaticism. But the French 
wanted a more malleable ruler—a man they could 
influence. So they passed over Monireth and chose in 
stead his nephew Sihanouk. 

Sihanouk was still a schoolboy at this time. attend- 
ing the Lycée Chasseloub Laubat in Saigon. Colorless 
and immature, in no way prepared for leadership, he 
seemed ideal material for a colonial sovereign. 

For a while Sihanouk remained what he appeared 
to be: an uncomplicated and somewhat naive young 
man. He was sent to the French cavalry school at 
Saumur, where he was able to indulge his love for 
horses. He developed a passion for moving pictures 
not just watching them, but producing and acting in 
them. He set his court to writing scenarios and turn- 
ing out films. He also had a small talent for composing. 
He wrote a song called “Clair de Lune sur Kep,” 
which became a hit throughout Cambodia, as well as 
marches for military bands. 

In these early years, the palace at Pnompenh was 
a lively and surprising place. Often there were war 
games in which the entire court participated. If a 
naval battle was involved, it was staged in the palace 


swimming pool with accurate scale-model warships. 
Sihanouk’s toy arsenal was complete: for land cam- 
paigns he had whole armies with miniature tanks and 
artillery, which fired tiny bullets by remote control. 
One army was usually “American,” another “Russian,” 
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THE OLD KING KEPT HIS TRUST IN BUDDHA—AND FRANCE 





Rheumatism goads Sisavang Vong into 10,000-mile voyage 
to a French spa, leaving Laos in the care of a sacred image. 


another “French,” and so on. The young King gen- 
erally reserved command of the “American” troops for 
himself. 

Occasionally, Sihanouk gathered friends and ac- 
quaintances for an all-night dance at the palace. 
Among his guests were Cambodian dignitaries and 
sometimes Frenchmen—but never high officials of the 
administration. Sihanouk preferred lesser sahibs, 
shopkeepers or businessmen who had lived in Cam- 
bodia for many years and had to some extent assimi- 
lated the little kingdom’s ways. 

The King never married, but his family was large. 
He kept concubines and mistresses, among them two 
of his aunts. Since he is a sentimental man, his liaisons 
frequently became complicated affairs which were re- 
flected in Cambodian politics. These women presented 
Sihanouk with several children, whom he adores. 

The French viewed this harmless life with in- 
dulgence, congratulating themselves on having exer- 
cised wisdom and discretion in their choice of king. 
And yet, of the three kings of Indo-China, it was 
Sihanouk who came into abrupt, open conflict with 
France and the United States—because he suddenly 
became a mystic. 

No one foresaw the wave of nationalism which 
swept Cambodia like a fever at the close of World War 
II. And no one would have believed that “The Little 
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King” would ally himself with this movement. Yet 
had the French been less blind to the true nature of 
the Cambodians, traditionally the “good” people of 
the Indo-China colony, they might have been pre- 
pared for it. For beneath their gaiety and charm the 
subjects of Sihanouk conceal strong passions which 
make them infinitely less calculating and therefore 
less reasonable than the Viet-Namese. And Sihanouk 
—a typical Cambodian—proved no less passionate than 
his people. 

The instruments of Sihanouk’s emergence as a 
nationalist were the Buddhist priests of Cambodia. 
In that little land the influence of these holy men 
is immense. They are spiritual mentors and sooth- 
sayers whose word is holy law—and they are fiercely 
nationalist and xenophobe. 

Despite his modern manners, Sihanouk is a deeply 
pious man who once put on a priest's yellow robes, the 
symbol of humility and dust, and spent a month in a 
monastery, enduring without complaint the rigid, 
austere life of a plain monk. Priests surround him, 
ministering to his spiritual welfare, reading the stars 
and foretelling his future. 

A year ago the King lost a small daughter. He was 
inconsolable. For weeks he shut himself up in his 
palace. No one was permitted to approach him—ex- 
cept the priests, who told him this was a punishment 
from Heaven because he was submissive to the French. 

Sihanouk and his subjects scorned the prosaic wis- 
dom of the French and other nations, believing them- 
selves and their country to be divinely favored. When, 
at one of Sihanouk’s public appearances, the sun was 
veiled by a seven-ringed halo, the press and the people 
acclaimed the phenomenon as a salute to the King 
from Heaven. Against such convictions the French 
were helpless. Sihanouk ignored their arguments that 
without foreign aid and friendship Cambodia would 
rapidly decline into the impotent anarchy which had 
prevailed when they took over, that some day the ex- 
tremists would turn against their sovereign. 


IHANOUK'S faith and fervor are buttressed by a past 
filled with passionate crises of conscience. For 
years, he could not decide where the welfare of his 
people lay. Beset by fearful doubts, he hesitated be- 
tween a Western order with the French, and total in- 
dependence under the symbol of the miraculous. He 
took contradictory decisions, each time justifying him- 
self before the nation in touchingly sincere proc- 
lamations. 

Last spring, the French had reason to believe that 
they had won the struggle. In the name of law and 
order, Sihanouk dissolved the “revolutionary parlia- 
ment” of Cambodia, a move which openly aligned him 
with the French. But within a few months he reversed 
himself again. He became the apostle of revolt, pro- 
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claiming to the world a burning resistance to French 
oppression, fleeing finally to Siam, whence he 
launched an epic campaign under the slogan: “Death 
is better than slavery.” In the end he was defying not 
only France but the United States with a fierce, 
extraordinary and superb stubbornness which nothing 
and nobody could move. 

Where Bao-Dai would have waited, calculating 
shrewdly, Sihanouk plunged blindly, appealing to the 
conscience of the world and to the deepest instincts 
of his people. “I have returned to the bosom of the 
fatherland,” he announced last June, “only after swear- 
ing a holy oath that I would never see my capital 
Pnompenh again without bringing to you, my com- 
patriots, complete liberation, total deliverance, true 
independence for Cambodia. We shall never consider 
joining a French Union until France has consented to 
give us, as a necessary prerequisite, our full inde- 
pendence, just as Great Britain gave theirs to India 
and Pakistan after the Second World War.” 

By what must seem a miracle of politics, Sihanouk 
has, in effect, won independence for Cambodia—and 
without losing the financial support of France and 
the United States. He has succeeded in remaining 
neutral in the war with the Vietminh, on the principle 
enunciated recently by his Prime Minister Penn 
Outh: “We have no wish to interfere in anyone's 
affairs provided no one interferes in ours.” He has suc- 
ceeded in giving the United States the assurance of a 
theoretical anti-communism, and he has succeeded in 
obtaining continued military assistance from the 
French without even pledging military cooperation 
in return. Whether he can continue on the narrow, 


Sign of the cross marks one of 15,000 Frenchmen fallen 
in Indo-China. To share this sacrifice, France urges the 


dizzying path which brought him to this victory, how- 
ever, is another matter; for he has yet to face the 
harsh realities of freedom. 


EYOND the majestic Mekong River, flowing from the 
B high plateau of Viet Nam to the South China Sea, 
lives the oldest of the three kings in a land which some 
describe as paradise. Laos is one of the world’s most 
obscure nations, and Sisavang Vong is one of its most 
modest sovereigns. His subjects number some two mil- 
lion souls of many creeds and races, living in jungle 
and mountain villages. There are the Meos of the 
mountain peaks who cultivate opium, the primitive 
Mois of the south, the long-haired Hunis along the 
Chinese frontier; there are even, near the borders of 
Siam, tribes of elephant hunters renowned as sorcerers. 
The Laotians, who make up the majority of Laos’ 
heterogeneous population, live in the valleys and on 
the banks of the Mekong. They are a gentle, good- 
natured people of whom it is said that their most 
strenuous occupation is listening to the rice grow. 
Their women are famous for their grace, their chignon 
hairdress and the striking colors they wear. 

King Sisavang Vong, the sixty-eight-year-old ruler 
in the distant capital of Luang-Prabang, is a product 
of ancient Asia. He does not even speak French. Be- 
loved by his people, he is full of piety, dignity and 
respect for old traditions. According to custom, he has 
many wives. With age he has grown fat and suffers 
from acute rheumatism. Almost every year he travels 
halfway around the world to the French spa of Vittel 
to take the cure, affording the outside world brief 

(Continued on page 70) 


three kings to mobilize their sullen peasants, at the risk that 
kings with armies may make Indo-China a grave of empire. 
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Tus month, WORLD’s correspond- 
ents are able to report that, for 
once, the stock of the United States 
is slowly rising on the crucial ex- 
change of world public opinion. 


Here are their cables: 


ROME 


Leo Lania reports: 


“Perhaps never before in history has 
a great people owed so much grati 
tude to such a tiny, fragile, gentle 
creature.” 

In these rhapsodie words the influ 
ential Corriere della Sera of Milan ex 
Italv’s thanks to 
blond ambassador, Clare Boothe Luce, 


pressed America’s 
a national heroine since the announce 
ment that Trieste’s Zone A, 
the port city itself, would be returned 
to Italy in defiance of Marshal Tito’s 
bristling opposition. 


including 


Despite her diplomatic disclaimers, 
Italians give Mrs. Luce full credit for 
the bold Allied decision. 





PANMUNJOM 


Sydell Magelaner reports: 


For the first 


Eisenhower-Dulles policy 


time since the new 
began to 
take shape, the US is making real 
headway in its struggle with com 


Asia. 


America $s 


munism for the mind of 
Asian 
friends understand it, is that the Ad- 


ministration places the Far East on 


This policy, as 


the same level of political importance 
as Europe. 
The line 


George ¢~ 


formulated by General 
Marshall, as Secretary of 
State, that holding Asia is not essential 
to US security, has been repudiated. 
Our friends like us better for this; the 
neutrals respect us; our foes are learn 
ing a stern lesson. 

The mutual security pact with 
South Korea has placed the US firmly 
on the Asiatic That this 


might be the pattern for similar agree 


mainland. 


ments with other free mainland na 
tions, such as Thailand and, perhaps, 


the Indo-Chinese states, has not been 


lost on either free or Communist Asia. 








The National Herald, Lucknow (India) 


The US gives France another $385 million to win the war in Indo-China 
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This prospect has profoundly im- 
Pakistan 
at the 
projected Korean conference the US 
thus far has blocked. 


As the preliminary talks have con- 


pressed India, Indonesia, 


and Burma, whose presence 


tinued, these four “neutrals” have 
slowly been losing their resentment at 
the US attitude. They have come to 
realize that American opposition was 
not aimed at them, but at Red stalling. 

Largely responsible for this change 
of heart has been the UN negotiator, 
New York Arthur H. Dean, 


whose genuine desire to arrange the 


lawyer 
conference—and willingness to make 
reasonable concessions to bring this 
ibout—has been obvious to all ob- 
servers. 

The Communists, in contrast, have 
confined themselves to obstruction and 
ibuse—and this also has been obvious, 
especially to the Indians in charge of 
the POWs refusing repatriation. 

Asian respect for America also has 
been increased by the vast improve- 
ment in relations between US officers 
General K S. 
Thimavva, the able Indian chairman 
of the Neutral Nations Repatriation 


Commission. 


ind Lieutenant 


In Japan, where anti-Americanism 


reached a postwar high early in the 
fall, US popularity again is rising 
Officially the 


ments are given credit: 


following develop- 
The US Army’s granting Japanese 
courts the right to try US 
personnel. 
The visit of Vice President Nixon. 
Better 


frank statements by the government 


military 


press relations, including 
on why Japanese rearmament is a na- 
tional necessity, and is not the result 
of US “imperialism.” 

Realistic observers, however, insist 
that a completely different factor is 
responsible for Japan’s mellower at- 
titude toward Americans: 


The triumphant tour of iwo base 
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Democratic German Report, Leipzig (Soviet Zone) 


Adenauer: “German bayonets will answer the vile slander that only 
the United States upholds me!” 


ball teams, the New York Giants and 
Eddie Lopat’s Big League All-Stars. 

Everywhere the _ baseball - crazy 
Japanese greeted them with delirious 
enthusiasm, jamming the stands to 
overflowing. 


BOMBAY 


Frank Moraes reports: 


US popularity in India is slowly 
increasing after plummeting to the 
depths because of Washington’s re- 
fusal to seat India in the proposed 
Korean conference and US press criti- 
cism of the Indian troops in charge 
of the POWs refusing repatriation. 

Chiefly responsible for this upsurge 
are reports from the US that the 
American people now are much more 
aware of the difficult job the Indian 
forces have undertaken—and appre- 
ciate that they are carrying out a 
thankless task with patience and tact. 

US officials in Panmunjom and 
Seoul have reached these same con- 
clusions. US Ambassador to India 
George V. Allen is understood to have 
brought back to Prime Minister Nehru 
from his recent Korean trip flattering 
comment on the conduct of the Indian 
troops. 

Indian opinion, however, resents 
the statement of Senator Knowland of 
California that it would be a mistake 
for the West to regard Nehru as the 
true spokesman in the councils of 
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Inside Story 


World affairs for all the non-Com- 
munist peoples and nations of Asia. 

Indian leaders point out that the 
vast Asian masses emerging from co- 
turn to New 
Delhi—or else to Moscow and Peking. 
They state: 

“The choice is not between Nehru 
and Eisenhower. It is between Nehru 
and Mao Tse-tung.” 


lonial rule must now 


BONN 
Emlyn Williams reports: 


The US is popular in West Ger- 


many, not only hard- 


headed Germans know they are de- 


because the 


=> 


pendent on Washington economically 
and politically, but because American 
democracy has made a profound im- 
pression. 

The influential Frankfurter Allge- 
meine Zeitung wrote recently: 

“The visitor [to the US] is amazed 
that parliamentary democracy could 
stamp itself on a whole continent so 
clearly and so unchangeably. 

“Secretary of Agriculture Benson 
states in a technical review that he 
would welcome suggestions from farm- 
ers, and that when ‘we have studied 
all your suggestions, then we shall 
make proposals to Congress.’ 

“Can one imagine our finance min- 
ister requesting the views of taxpay- 
ers on the future tax reform, or the 
housing minister inquiring as to what 
the people thought about the appro- 
priateness of his housing policy?” 

However, two recent US actions 
have drawn West German criticism. 

The bungling of the announcement 
of the Trieste decision was blamed on 
a careless “hit or miss” US attitude 
which the methodical Germans con- 
sider both deplorable and character- 
istically American. 

The West German press also com- 
mented ironically on the US bases 
pact with Franco, insisting that this 
demonstrated Washington could “for- 
get all about the principles of democ- 
racy” when military advantage was at 
stake. 

The bitter aftertaste of the dismis- 
sals earlier this year of Theodore 
Kaghan and other top US officials in 





Qe 


—_ 
7) 
BRERS SS 


434 2 ah 


toi’ 
anes 
= 


Bit 





Poy Ht; SRD op 





pe (iy 


= Bop stn 











Ta Kung Pao, Tientsin 


Dulles: “Now, Mr. Lodge, if we twist the ‘N’ just a little . . .” 
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Bone of contention 


Germany—after pressure from Senator 
McCarthy—still lingers in the mouths 
of West Germans. 

They cannot reconcile such actions 
with American protestations of de- 
mocracy, and even the most legitimate 
dismissals of US personnel stationed 
here brings the comment: “Senator 
McCarthy must be mixed up in it.” 


BELGRADE 


Eric Bourne reports: 


The Trieste dispute is nearing ami- 
cable settlement, and anti-West dem- 
onstrations have died down. 

But there is no doubt that the 
abrupt Allied announcement did grave 
injury to the prestige of the West, 
particularly of the US, and destroyed 
much of the good will built up by 
American military aid. 

The new Soviet ambassador, chub- 
by Vassili Valkov, has been plying 
leading Yugoslav diplomats and jour- 
nalists with caviar and Caucasian 
champagne, crowing “I told you so” 
and “only fools trust the West.” 
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Vrij Nederland, Amsterdam 


America’s leaders must remember 
that nationalistic Yugoslavia, after the 
1948 break with Moscow, retreated 
into almost complete isolation — and 
could do so again if its bristling na- 
tional pride was hurt. 

President Tito, in a recent speech 
on Trieste, said significantly that “we 
already know what hunger is.” 

The US agreement with 
Franco Spain has aroused sharp criti- 
cism and resentment, especially be- 
cause its champions in America placed 
it on a par morally with US aid to 
Yugoslavia’s anti-Soviet but Commu- 
nist regime. Belgrade’s official news- 
paper and organ of the Communist 
party, Borba, thundered: 

“This is a slander on Yugoslavia, 
whose sacrifices in the war against 
fascism gave us the right to say that 
we too—as Lincoln said of America— 
are a ‘nation conceived in liberty’.” 

Borba insisted that Yugoslavia is a 
country “where the principles of free- 
dom, respect for men and respect for 
democracy are showing their value in 
practice,” while Franco is the “hang- 
man of the Spanish people.” 


bases 


LONDON 
Cecil F. Melville reports: 


Latest strain on US-British relations, 
slowly mending after the rifts over 
the make-up of the Korean conference 
and the admission of Peking to the 
UN, has been imposed by Senate Ma- 
jority Leader Knowland’s_ recent 
public statement implying that Great 
Britain still is an imperialist-minded 
“colonial power.” a 

This has aroused keen resentment 
in top Whitehall circles, and one high 
official stated: 

“When Colonial Secretary Lyttelton 
took drastic action in British Guiana, 
suspended the new Constitution and 
landed troops to.nip in the bud the 
long-term People’s Progressive party 
plot to turn the area into a Commu- 
nist-dominated state on the satellite 
model, there were no objections to be 
heard from any quarter in the United 
States. 

“The fact that a Communist threat 
had to be dealt with, and also that 
American military interests would 
have been threatened if the Commu- 
nists had succeeded, caused all shades 
of US opinion to welcome the British 
government’s strong action in one of 
its possessions. 

“Was this colonialism?” 

He added that “happily, we know 
that US administration members who 
actually work with Britain in world 
affairs realize that our so-called ‘co- 
lonialism’ is as dead as George III, 
George Washington and the dodo.” 

















Aux Ecoutes, Paris 


Franco’s new Fascist salute 


33 





Inside Story 





Who Will Rule Spain 
After the Generalissimo? 


HE Succession Law of 1947 for- 
1} mally redesignated Spain as a 
monarchy, but recognized Franco as 
provisional regent and chief of state. 
It provided that the Regency Council, 
either at the Caudillo’s pleasure or 
after his death, would name the new 
monarch, who must be a Bourbon 
and have attained his thirtieth vear. 

If Franco intended to foster dissen- 
sion among the Bourbon pretenders he 
couldn’t have devised a better formula. 
Alfonso XIII officially abdicated in 
194] 
vor of his third son, Prince Don Juan, 
Duke of Don 


Juan considers himself the sole le 


after ten years of exile—in fa- 


Barcelona. Therefore 
gitimate heir to the throne, and he 
contests the validity of Franco’s law 
because it would replace Spain's he- 
reditary monarchy by an elective one. 

Don Juan told Franco so when the 
aboard the vacht Azor in 
1948. short, 


paunchy dictator, who was visibly un- 


two met 
August Angered, the 
easy in the presence of the towering 
six-foot-four Duke, decided then and 
there that he would never let that 
man get on the throne as long as he 
was in power. All he would agree to 
was that Don Juan’s son Juanito be 
educated in Spanish schools. 

This led interested parties to the 
conclusion that Don Juan would in 
time relinquish his royal rights in the 
boy’s favor. But Don Juan is only 
forty and in excellent health, while 
Franco is sixty-two and suffers from 
asthma. So the Prince firmly expects 
to occupy the throne one day, all the 
more so as the age clause in Franco’s 
succession law wouldn’t permit six- 
teen-vear-old Juanito to reign before 
1967. “I see no 
a few weeks ago, “why I should take 
King Leopold of Belgium as a model 


reason,” he declared 


in solving the problems of the Spanish 
monarchy.” 

Of late, however, Don Juan’s claims 
to the crown have been seriously chal 
lenged by Prince Don Jaime, Duke of 
Segovia, his elder 


only ’ surviving 


brother. Don Jaime had to abandon 
2 


his seniority rights in 1933 because, 
as a deaf-mute, he was manifestly un 
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fit to become king. Today he is still 
deaf but no longer mute; he has been 
taught to speak quite fluently by his 
second wife, the former German op- 
era singer Charlotte Tiedemann. In 
his opinion, this cure has restored the 
status quo ante. “My renunciation had 
no legal value,” he says, “because it 
was never approved by the Cortes.” 

Don Jaime has no personal ambi- 
tions: he knows that he cannot be- 
come king as long as the Church re- 
fuses to annul his first marriage. In 
the eyes of the Church—and in Spain 
that means the State—he is living in 


What he 


really wants is to see his son Alfonso 


sin with his second wife. 


installed on the throne. According to 
Don Jaime, this seventeen-year-old 
boy is the only rightful pretender “as 
the eldest living son of the eldest liv- 
ing son” of Alfonso XIII and ought 
Alfonso 
XIV. In that case, his younger brother 


to be called upon to rule as 


Gonzalo would become crown prince. 

N ORDER to improve his sons’ 
| chances of succession, Don Jaime 
wants to have them educated in 
Spain, as is his nephew Juanito. So 
recently he asked the Ministry of the 
Interior to allow them to study in 

Spanish university. Permission was 
granted, but there was a hitch: the 
boys didn’t want to go. 

They didn’t want to go because 
they were completely under the spell 
of their mother, the former Donna 
Emmanuela de Dampierre, daughter 
of a Roman viscount, who is now the 
wife of the Milan stockbroker Tonino 
Sozzani. She was granted custody of 
the children when her marriage to 
Don Jaime was annulled by a Buchar- 
est court in June 1947 “because it had 
been contracted against her will.” 
Since then she has done everything in 
her power to remove the two In 
fantes of Spain from all Iberian influ- 
They 

Montana 


ences. were enrolled at fash- 


ionable College on the 
Zugerberg in Switzerland and now 
speak fluent English, Italian, French, 
German—but not a word of Spanish. 


Last June, Don Jaime sent repre- 





sentatives to Montana College who 
asked that the two boys be turned 
over to them. When director Joseph 
Ostermeyer refused to do so, Don 
Jaime appealed to the canton’s tri- 
bunal. It rejected his demand because 
it could not determine whether he 
had lost his paternal rights. 
Thereupon Don | lawyer, 
Jean Lemaire, asked the Tribunal de 
la Seine to rule on the matter, since 
Paris was the prince’s legal residence. 
But the French tribunal also declared 


Jaime’s 


itself incompetent; the case has been 
appealed to a higher French court. 


on Jame’s efforts to establish his 
parental status are not entirely 
unselfish. If his son became king, he 
would of course enjoy enormous finan- 
cial benefits. King Alfonso XIII left 
$2.8 million in cash, plus various es- 
tates and industrial shares, at the dis- 
posal of the “chief of the family” —as- 
sets which remain blocked in Britain 
until the “chief” is determined legally. 

Meanwhile, from his Estoril retreat, 
Don Juan is watching—and relishing— 
his brother’s difficulties. But many ob- 
servers believe that Don Juan spoiled 
his and his son’s chances for good last 
February when he forbade all mem- 
bers of his House to attend a memorial 
service for Alfonso XIII organized by 
General Franco. Don Juan’s old friend 
and lawyer, the veteran statesman Gil 
Robles, was so shocked by this delib- 
erate snub that he has now gone over 
to the camp of Don Jaime. 

However, Don Juan recently gained 
unexpected support from a faction to 
whom Franco is deeply indebted, the 
Carlist 
largely made possible his Civil War 


blue-bereted requetes who 
victory. 

The Carlists, Spain’s Jacobites, have 
battled against monarchy and republic 
alike ever since Isabella II, Alfonso’s 
grandmother, assumed the throne in 
1830 in defiance of the claims of her 
uncle, the first Don Carlos. 

But now, since the Carlist pretend- 
er, Archduke Karl Salvador of Haps- 
burg, claims the throne through his 
mother, the Carlists switched 
their allegiance to Don Juan. 

Thus the field is wide open, but 
Franco’s intimates assert that he plans 
to choose his royal heir during his 
lifetime in order to spare Spain the 
vicissitudes of a struggle for power. 


have 
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News & Consequences 





EAST-WEST DEEP FREEZE 
Oct. 18 US, Great Britain, France invite USSR Nov. 4 Fisenhower declares Soviet reply shows 
to foreign ministers’ meeting on Ger- ‘no intention to get together.” 


Oct. 27 


Oct. 28 


Nov. 3 


Nov. 3 


many, Austria. 


Nov. 5 Eden tells Commons West still ready 
US intimates it “might” consider top to discuss Austria, Germany “at any 
level talks--but only after EDC is time and at any place and without any 
ratified. prior conditions,” but must now spur 
Eisenhower denies US will cut troops defense, West German rearming. 
abroad. Nov. 6 In Moscow broadcast Voroshilov says 
Moscow, in 18-page reply to three general settlement impossible until 
power note, calls for five-power con- Peking is admitted to UN. 
ference (including Red China) on 
world tension, then four-power talks Nov. 9 Eisenhower, Churchill, Laniel meeting 
on Germany. in Bermuda Dec. 4-8 to review rela- 

tions with USSR. 

Churchill, withdrawing from previous 
stand, says West should not expect a Nov. 9 Dulles says Red China might be recog- 
general settlement from possible top- nized, might win UN membership, if it 
level talks with Malenkov. ended Korean, Indo-Chinese aggression 


ESSENCE: The USSR does NOT want war. Equally, it does NOT want any general European set- 
tlement, since this would entail Soviet withdrawal from Germany and Austria, and thus remove 
the legal basis for the stationing of Russian troops in the satellites. Without Kremlin 
bayonets, the puppet regimes have no prospect of curvival. 


PROSPECT: There will be NO sharp change in Soviet policy until Malenkov and his military 
backers consolidate their position internally. Moscow will continue its endless offers 
to negotiate--on impossible conditions. By bluff and bribery, it will attempt to split the 
Westem Alliance, to bar West German rearming, to prevent French ratification of EDC. 


PANMUNJOM PROCRASTINATION 


Oct. 16 


Oct. 20 


Oct. 
26-30 


Only 10 of 500 Chinese POWs accept and place settled; Reds reject this 

repatriation; Neutral Nations Re- as a “trick.” 

patriation Commissinn balks at Com- 

munist “explanation” tactics. Oct. US Army charges 6,113 US military 
28-29 personnel murdered, tortured, starved 

Chinese, North Koreans accept US pro- while Red prisoners; atrocity victims 

posal for Panmunjom meeting to arrange total 29,815. US places report on 

Korean political conference. UN Assembly agenda. 

UN representative Dean, in major con- Nov. Panmunjom talks renewed, Communists 

cession, expressed willingness to 2-5 accept Dean proposal that subcommit- 

discuss presence cf neutrals once time tees try to wrk out conference agenda, 


December 1953 - 35 











News & Consequences 





Nov. 
2-9 


‘Explanations” break down; Indians, Nov. 8 Congressional committee just back from 
Swedes, Swiss protest Red “harass- Korea fears Rhee will use rehabilita- 
ment” of POWs; Indian Commission Chair- tion funds for politics, not recon- 
man Thimayya asks Communist “explain- struction. 


ers” to “soften” attitude. 


POLICY: Peking, like Moscow, doesn’t want war, but doesn’t want a genuine settlement 
either, since a unified Korea would inevitably benon-Communist, and would mean that China’s 
Manchurian industrial area would have an anti-Red neighbor. Probabilities are that, 
after the US consents to participation of the Asian “neutrals,” the conference will take 
place--but it won’t result in unification of Korea, only in perpetuation of the present 
stalemate. 


@ 





INDO-CHINA EXIT? 


Oct. 22 
Oct. 28 
Nov. 2-4 


France signs treaty making Laos “ful- China, warns Viet Nam against leaving 
ly independent and sovereign” within Union or attempting to oust French 
French Union; attack opened on Viet- before Communist threat is ended; adds 
minh furces south of Red River Delta. US opposes negotiated peace. 


Nov. 7 French claim Vietminh attack prepara- 


Laniel warns Viet Nam that France tions smashed south of delta. 


will pull out if “conception of the 


French Union” is questioned. Nov. 8 French Social and Democratic Union 
calls for negotiated peace; Defense 
Vice President Nixon, touring Indo- Minister Pleven quits party. 


PREDICAMENT: Despite enormous and increasing US aid, there are NO prospects of a decisive 
French military victory. The Indo-Chinese states demand more and more freedom; in 
France, the popular demand for a withdrawal at almost any price is becoming a tidal wave. 
The prospects are grim; if France can’t arrange anegotiated peace she may pull out anyway. 


@ 


ISRAEL ON THE SPOT 


Oct. 
16-19 
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Britain calls Israeli Oct. 14 Kibya and thereby encouraged” murderous at- 
raid--53 Arabs killed--an “appar- tacks on Israeli settlers. 

ently calculated attack”; Washington Oct. 20 Dulles announces aid to Israel sus- 
demands punishment of persons respon- pended, ostensibly because UN-banned 
Sible; Ben-Gurion places “all respon- Jordan Valley hydroelectric project 
sibility” on Jordan, which “tolerated still in operation. 


World 
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refugee problem. 


UN Truce Supervision Chief Vagn Ben- 
nike tells Security Council Israeli- 
Jordan tension near “breaking point."’ 


Fisenhower restores aid to Israel when 
Jordan Valley project halted. 


Lebanon rejects US plan for Jordan 
valley “‘TVA,” but insiders consider 
project still has 50-50 chance. 


Ben-Gurion resigns as Israeli Prime 
Minister, insistsneeds two-year rest. 


Archbishop of York says “Jewish vote 
in New York” is paralyzing UN action 


to settle the Israeli Arab dispute. 


US, Britain, France and Greece tell 
UN Israel is responsible for Kibya 
raid. 


King Ibn Saud of Saudi Arabia dies 
at 73, succeeded by eldest son, Saud 
Ibn Abdul Aziz. 


Jordan Premier Fawzi el Mulki threat- 
ens to invoke treaty with Britain, 
ask for British troops, if Israeli 
attacks renewed; Israel submits 
refugee plan which bars repatri- 
ation. 


SOLUTION: The US-sponsored Jordan Valley “TVA may yet save the day by offering an 
economic way out to both Israel and her Arab neighbors, and largely solving the tragic 


The stern Western UN admonitions to Israel are primarily for Arab 
consumption, a counter-move to Moscow’s ardent courtship of the Arab League nations. 


Death of Saudi Arabia’s Ibn Saud may aid the Kremlin, since Saud, the new King, is not 


nearly so pro-West. 


TRIESTE EXPLOSION 


Oct. 


15 


Yugoslavia says Soviet protest is 
“in the interests of neither Yugo- 
Slavia nor the Trieste population.” 


Yugoslav government approves military 
measures to block Italian occupation 
of Zone A; Pella warns thatUS, Brit- 
ain, France risk “grave consequences” 
unless area is turned over to Italy. 


Five-power talks proposed in behind- 
the-scenes negotiations; Yugoslavia 
aks “utmost speed,” promises to at- 
tend “without prior conditions.” 


Security Council postpones considering 
issue until Nov. 23. 


Yugoslavia calls Italian troop move- 
ments NATO violation. 
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Six killed, 60 wounded, as pro-Italian 
riots sweep Trieste; Washington takes 
“serious view,” presses for speedy 
negotiations; Eden takes similar view, 
holds Italy responsible; riots against 
Britain, US in Rome; Yugoslavia pro- 
poses agenda-less talks “as soon as 
possible.” 


Yugoslavia tells Italy differences 
could, should be settled peacefully. 


Tito plans “sharp comment’’ in Sunday 
address unless Allies make favorable 
new proposal by weekend; Yugoslav 
Foreign Minister Popovic says pleb- 
iscite would be “anti-democratic meas- 
ure” which would settle nothing. 


(Continued on next page) 











News & Consequences 





FUTURE: Trieste isNOTworth war to either Yugoslavia or Italy. But the disturbances in 
both countries have taught the US and Britain a needed lesson--don’ t take precipitate 


action which ignores national pride. 


Way out probably will be found through the latest Yugoslav formula, since an agenda- 
less conference would permit both countries to save face by avoiding retraction of saber- 
rattling public statements. Ultimate solution will be along the lines of the Allied an- 


nouncement, with minor pro-Yugoslav border changes. 
will remain on hand. 


UNEASY COMMONWEALTH 


Oct. 19 Minister of State Hopkinson arrives 
to investigate British Guiana situa- 
tion; ousted Prime Minister Jagan Nov. 
flies to London to lay case before 
Attlee, Colonial Secretary Lyttelton. 


Gct. 21 Malan demands three British-protected 
native territories, Basutoland, Swazi- Nov. 
land, Bechuanaland, be transferred to 2- 10 
South African Union within five years. 


Oct. 23 Central African Federation--Northem 
Rhodesia, Southern Rhodesia, Nyasa- 
land--officially proclaimed; voting 


Meanwhile, US and British troops 


regulations bar almost all natives. 


Pakistan Constituent Assembly votes 
to proclaim nation “Islamic Republic” 
within Commonwealth; Hindu delegates 
walk out. 


Anglo-Fgyptian Sudan begins five-week 
voting for first parliament, which 
will choose union with Egypt, Conm- 
monwealth status, or independence; 
Eden charges Egyptian interference; 
Suez talks continue indecisively. 


POSITION: British Guiana is well in hand, but a similar situation threatens in British 
Honduras, where anew constitution is to go into effect in the spring, and Red agitation is 
spreading in Trinidad and Jamaica. All three areas suffer from racial and economic griev- 
ances. In Africa, Egypt from the north and Prime Minister Malan from the south threaten 


to upset the apple cart. 


® 
WINNING FOR THE WEST 


Oct. 31 Japan agrees to increase defense forces. 


Oct. Anglo-Iranian negotiations continue; 

28-31 Foreign Minister Entezam says diplo- 
matic relations will be resumed, oil 
talks started, in near future. 


Nov. 9 


Nov. 7 Yugoslavia, Greece, Turkey form joint 
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secretariat to coordinate military 
information. 


Ramon Magsaysay wins Philippine presi- 
dency in two-to-one victory over in- 
cumbent Flpidio Quirino; followers 
sweep House, Senate. 


World 
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Our New Atomic Policy 





HE US government, after trying to 
J eek for nearly eight years that 
the problem really didn’t exist, is at 
last beginning to tackle the fearsomely 
complex task of synchronizing two 
evolutionary 
markedly 


processes moving at 
different rates: the tech- 
nology of nuclear war, and the stra- 
tegic politics of world coalition. 

The first cannot be slowed down 
and the difficult to 
speed up. If opportunities for exploi 
tation of unfolding atomic capability 
are fully grasped, the Grand Alliance 
in the making since the first groping 
steps toward the Marshall Plan is 
jeopardized, and with it the whole 
policy of peace through collective 
strength. If diplomacy becomes too 
exclusively preoccupied with the poli- 
tics of international partnership, then 
the achievements of laboratorv and 
proving ground are in some degree 
nullified. 

The kernel of the problem is that in- 
credibly rapid developments in nu- 
clear weapons now lead logically to 
radical revision in the composition 
and deployment of American military 


second is very 


forces. This is not going to happen in 
1953, or in 1954, but it may begin 
to happen by 1955, and the mere an- 
ticipation of such a step is already jig- 
gling the world-politics seismograph. 

In vastly oversimplified terms, the 
increasing variety and deliverability 
of nuclear weapons, and their adapta- 
tion to tactical as well as strategic 
uses, point toward these changes in 
our military concepts: 


1. The pulling in of United States 
ground forces from overseas positions, 
and greater reliance on allied ground 
troops. 


2. Reduction in the size of our 


ground forces to a tough, combat- 
ready “mobile reserve.” 

3. Greater emphasis on sea power 
and, above all, air power. 

The first stirrings of these ideas 
have already registered with magnified 
impact upon the sensitivities of the 
statesmen of Europe; their response 
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to authoritative but unofficial informa- 
tion is warning enough of what can be 
expected when preliminary studies 
crystallize into policy. Before that can 
be permitted to happen, in fact, Eu- 
rope must be persuaded once more 
that it is not America’s purpose to in 
vite the necessity of another liberation 
of the Western continent; that we do 
not propose to match European bodies 
only with our machines and hardware; 
that we do not plan a long-range duel 
with the Soviets 


lands and slaughtered populations; 


across devastated 
that we are not, in a word, “with- 
drawing.” 

It will become the job of US diplo 
macy to persuade Europe that our 
positive purpose is to prevent war, 
not to win it in Europe; that our poli 
cy, if war comes, will be to win it in 
four weeks, not four years, and by 
crushing retaliation against the Soviet 
homeland rather than by a struggle 
of massed armies on European soil. 

That is the main reason why diplo 
macy must mesh with the exploitation 
of atomic weapons technology. It is 


fully 


rapid adaptation of our military forms 


recognized even now that too 


doom all 
hopes of getting a European Defense 
Community and probably doom the 


to the nuclear age could 





On the agenda 


larger NATO military system as well. 

On the other side of the world, an- 
other reality applies a brake. US 
ground forces cannot be pulied back 
from Korea until the all-clear has un- 
mistakably sounded there. 

On both sides of the world, before 
such adaptation can be carried out, 
we face the necessity of persuading 
our friends to accept the morality of 
the atom as an instrument of war. The 
reliance on nuclear weapons now fore 
shadowed here would seem to _ re- 
quire an abandonment of the professed 
US desire to 


system of 


establish a workable 
control of 
That 


being said, the obvious companion 


international 


weapons of mass destruction. 
necessity exists of asking the American 
people (and the Europeans, too) to 
resign themselves to living for the 
foreseeable future under the threat of 
atomic attack. 

The basic decision to accept the 
atom as the architect of our defense 
policy has not yet been made; it must 
be fought out all the way up through 
the National Security Council. But 
the magnitude of the pressures sup- 
ports informed predictions that the 
decision—not the changes that will 
flow from it—will be made by spring. 

The big pressure is budgetary, apart 
from the fact that technological evo- 
lution has an authority of its own. 
The military are being told, in effect, 
that the nation cannot afford both a 
conventional defense establishment of 
current dimensions and the full ex- 
ploitation of atomic capability. “The 
Western Kyes, 
Deputy Secretary of Detense, “can no 
longer afford to 


world,” says Roger 
prepare tor 
conceivable kind of war.” 


every 


@ 


Reconnoitering Mao 





The mission of Arthur H. Dean to 
Panmunjom to talk with the Chinese 
Communists and North Koreans had a 
wider purpose than just practical ar- 
rangements for a Korean political con- 
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ference. On thoughtful examination, 
it appears to be a trial flight in diplo- 
matic (as distinct from military) nego- 
tiation with the Peiping regime. Dean 
is a partner in Sullivan & Cromwell, 
Secretary Dulles’ old law firm in New 
York City. 

Dean is the first man in an Amer- 
ican business suit to be in direct of- 
ficial contact with the Chinese Com- 


munist mind since Mao's regime 
established effective control of the 
mainland, barring some _ shouting 


matches at the UN. Even within the 
official agenda, he can conduct wide- 
ranging explorations of the attitudes 
across the table. His face to face deal- 
ings will, it is hoped, be an immensely 
valuable change from the methods we 
have been bound to before—furtive 
listening-in on a party line to pick up 
what we could from friendly diplomats 
in contact with the Reds—which often 
produced more party line than in- 
formation. The enterprise may be an 
important early move by the patient 
Dulles in mapping out a forward 
course for China policy. 


The Trieste Imbroglio 





Here are the basic reasons why 
Anglo-American diplomacy on Trieste 
looked like persuasion-by-lead-pipe: 

l. Even 


knowledge 


British 
that Secretary 
Anthony Eden went wrong, assuming 
with inadequate justification that he 
himself had cleared well in advance 
with Tito the “solution” announced 
October 8. Secretary Dulles called 
this a “misunderstanding.” 

2. Both the United States and 
Britain underestimated the extent to 
which Tito avoid outraging 
Yugoslavia’s hard-core Communists— 
like all Communists, suspicious of the 
West. 

3. The patriotism of the Yugoslavs 
was not given sufficient weight. 


sources here ac- 


Foreign 


must 


Matters were made worse when the 
Italians crowed, instead of staging 
pro forma demonstrations against the 
limitations of the “solution” in terms 
of Italy’s claim to all Trieste. 

The Italians, with Premier Giuseppe 
Pella at their head, implied publicly 
that the announced solution was not 
a final one—as the Allies actually 
meant it to be—but a stage on the way 
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to return of the whole area to Italy. 
Although this was not true, it in- 
furiated Yugoslav public opinion. 


Washington Victory 





In the Washington propaganda war 
which boiled up 
Yugoslavia’s diplomats 
from the Italians almost by default. 

Yugoslav Ambassador Vladimir Pop- 


over the Trieste 


crisis, won 


ovic, a former physician, occupied 
every available rostrum, and every- 
where demonstrated he had not lost 
his courteous, convincing bedside 
manner. 

He answered questions on a nation- 
wide radio-TV show with persuasive 
skill, and followed up this coup with 
an impressive address to the Overseas 
Writers Club. 

Backing him up was his First Sec- 
retary, Dr. Mirko Bruner, who in 
speeches and statements helped to 
put Yugoslavia’s case before world 
opinion. 

In contrast, Italy’s ambassador, Al- 
fredo Tarchiani, did little to 
make his country’s arguments public. 

Flitting nervously in and out of the 
State Department, his only words to 
correspondents were “No Comment.” 
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Big Four—If and When 





In brief outline, the United States 
position on highest-level talks with 
Russia, such as Sir Winston Churchill 
wants, is that we will be willing to 
participate if and when we are con- 
vinced the ground has been properly 
prepared. 

This means that successful talks 
among the Big Four foreign ministers 
must come first. 

The United States does not think it 
is being stuffy about talking to the 
Russians. Indeed, our people feel the 
communication framed in the London 
Big Three meeting puts us almost in 
the position of pursuing the USSR with 
intent to negotiate. We do, however, 
feel that a foreign ministers’ meet- 
ing must be held to determine wheth- 
er there is ground for agreement on 
specific issues rather than generalities. 

“In other words,” as one of our dip- 
lomats phrased it, “we don’t want an 
agreement that we ought to get to- 
gether for a drink some time. We want 
to nail it down that we'll have drinks 


together next Tuesday night at the 
Mayflower at seven o'clock. That way, 
if they don’t show up, there'll be no 
question whose fault it is.” 

The current feeling is that Molotov 
is in a position to make such clear 
and firm agreement on details if he is 
so minded. (The man’s stock fluctu- 
ates in Western estimates.) Although 
Germany would be advertised as the 
priority topic, any minister could talk 
on anything. When everyone was clear 
as to what was agreed to, the meeting 
of chiefs of state could be held with 
some expectation of accomplishment. 
But there is no sense, we insist, in 
wasting the top men’s time in sweating 
out the preliminary details. That is 
what foreign secretaries are for. 


Foreign or Domestic Aid? 





Although some Congressional guns 
are already zeroing in on the staging 
areas for continuing foreign economic 
aid (Senator Walter George led off 
the firing), Foreign Operations Ad- 
ministration officials profess to believe 
they'll get what they want with no 
more than normal trouble. Normal 
trouble is quite a lot, with an appro- 
priation at the other end. 

If the FOA spokesmen really mean 
what they say—something it’s awfully 
hard to be sure of in any agency when 
appropriation bills are being drawn 
up—they believe they have greater 
public backing for their programs than 
ever before. Swift exploitation of un- 
rest in East Germany by shipments of 
food packages is believed to have 
caught the imagination of the Ameri- 
can people. On the military side, the 
transfer of $385 million to the French 
for a stepped-up effort in Indo-China 
is also believed to have furnished a 
useful demonstration of the advantage 
of keeping a bankroll loaded, cocked, 
and ready to cross the world in quest 
of such advantageous targets. 

Economic aid programs will be 
planned on a smaller scale for next 
year, and some countries will be 
eliminated altogether. The FOA plans 
to submit country-by-country projects 
to Congress. In these plans the US 
will stress for the first time economic 
aid as the underpinning for military 
effort. The broad picture, as it will be 
painted for Congress, is one of in- 
creasing economic self-reliance in 
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Europe. It will become impolite to 
suggest that the United States is cut- 
ing foreign aid because it is tired of 
playing angel. The rationalization will 
be that the beneficiaries can now get 
along without us. Nor will the rug be 
jerked out from under them. Nothing 
so crude. The rug will be “phased out” 
from under them. 
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In estimating the chances of the 
foreign aid bill in the next Congress, 
it would be wise to recognize the self- 
interest of the dominant and cosily 
bipartisan farm bloc in the program’s 
continuation. The FOA has work go- 
ing forward now for disposal of US 
farm surpluses overseas in an amount 
somewhere between $130 and $175 
million. Under a farm bloc amendment 
to the current Mutual Security Act, 
these surpluses are to be sold (if there 
are buyers) for local currencies, which 
are then to be spent locally for goods 
and services having at least a tenu- 
ous connection with the purposes of 
the mutual security program; legiti- 
mate items would include materiel, 
services, strategic commodities, and 
bases. 

Actually, the only excuse for this 
amendment in the MSA law is the 
fact that the FOA machinery already 
exists; it would be more at home in a 


Rivers and Harbors bill or other pork- 
barrel legislation. Its existence only 
adds complex and unnecessary steps 
to the workings of offshore procure- 
ment. But it is a way of getting farm 
surpluses out of the country. 

This year’s authorization, the first 
of its kind, calls for selling these com- 
modities for not less than $100 mil- 
lion or more than $250 million. It is 
widely assumed that this is only a 
beginning, and that the farm legisla- 
tors will up the ante next year. It is 
the sort of thing the Administration 
cannot prudently resist if it wants to 
get the aid program through Congress. 
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Embassies of friendly nations export- 
ing manufactured goods were deeply 
disturbed by President Eisenhower’s 
New Orleans speech on foreign trade. 
His rundown of vital imports included 
only raw materials: tungsten, nickel, 
chromite, tin, columbite, cobalt, man- 
ganese and hemp. Randall Commis- 
sion or no Randall Commission, those 
who want to sell manufacturers here 
wonder if the President thinks of for- 
eign trade solely as a process for 
bringing strategic materials in. They 
have combed his speeches, during the 
campaign and since his election, for 
indications of a broader view, and 





have found none. The whole meaning 
of his speech at the great port was 
that foreign trade exists to provide the 
raw materials we need, and foreign 
markets for anything—raw or manu- 
factured—we want to sell. The ques- 
tion was asked quite frankly here 
(though privately): Is this some lat- 
ter-day colonialism? 


Civilian Recruits 





An indestructible rumor here is that 
General Walter Bedell Smith, Under 
Secretary of State, will resign by the 
end of the year for unassailable rea- 
sons. No dissatisfactions are involved. 
The President and the Secretary of 
State want him to stay. He wishes he 
could. But although he has been stick- 
ing to his job, he is not well, and he 
has a choice of high-salaried private 
positions very attractive at his age 
(fifty-eight) and in his state of health. 
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Even devoted charter members of 
the I Like Ike Society couldn{t help 
laughing at a quip minted immediately 
after his recent press conference dis- 
course on the Presidency and party 
politics: “The trouble with Ike is not 
that he’s a professional soldier, but 
that he’s an amateur civilian.” 
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Why We 


Flirt U/ith Pakistan 





URING a lunchtime break at the 
D United Nations not long ago, an 
Indian delegate was doing some wor- 
phenom- 
enon of political life: the romance be- 


tween Pakistan and the United States. 


“Never seen anything like it,” he 


rving out loud about a new 


said, and there was more astonish- 


ment than bitterness in his voice. 
“Pakistan gets a better press in this 
than does any other member 
of the United Nations. Seems to me 


that every time I pick up 


country 


paper 
there’s a story about how wonderful 
Pakistan is.” 

The Indian may have been exagger- 
a bit, but he wasn’t making it 
cloth. Other dele- 
gates a good deal more unbiased than 
the Indians have noticed that the US 
and Pakistan } 


hand 
holding and wonder why 


ating 


up out of whole 


are doing a lot of 


It certainly is not because Pakistan 
and the United States see eve 
politically. On 
ample, the Pakistanis are 
the the fence. 
The Pakistanis sent no troops to Korea. 
The Pakistanis went along with 
of the rest of the Asian-African bloc 


in maintaining a demure 


to eve 
colonialism, for ex 
ilwavs on 
side of 


other voting 


most 


silence dur 
ing the debate on germ warfare 

Part of the answer can be found in 
the personalities and the app! ach of 
Pakistan’s US, 


and in her policy-makers at home. 


representatives in the 


They realize that Indian prestige is at 
a low ebb in this country. And while 
the 
making 
hay but stacking it high in publicity 


the Indians are sulking about it, 


Pakistanis are out not only 
bales. 

Just about every Pakistani sent to 
this country seems to have a built-in 
sense ot public relations. Everywhere 
they go—and Pakistanis 
lot of America—they 
spread the word that a big new Mos- 


are doing a 
traveling in 


lem state is in the building, that it 
intends to be forward-looking, anti- 
Communist and democratic, that it be- 
the West, 
that it is important strategically and 


lieves its future lies with 
politically, and that its leaders have 
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a feeling for and understanding of 
the United States. 

Pakistani diplomats here have not 
only political but human awareness. 
Up in Cortland, N. Y., for 
the town, with lively 
Pakistani put on a 
“Pakistan Day” celebration complete 


instance, 
encouragement 
from officials, 
with parade, speeches and dinners. 
The Pakistani Ambassador, Amjad 
Ali, set out to tour the town. He was 
wearing his gray Jinnah cap, which 
looks like a GI hat. 
how he sensed that the townspeople 
were disappointed. Back to his room 


he went 


overseas Some 


and a few minutes later 
emerged glorious in a huge gold and 
white turban. He stole the show. 
Turbans, and speeches to Chambers 
of Commerce, are part of the Pakis- 
tan fad but they do not explain it. 
The public's interest is spurred not 
able Pakistani 
diplomatic representatives but, un- 
officially, by the US State Department 


and 


only by the extremely 


information service officials who 
are spurred by concrete political and 
military motivations: 


1. Strategically, Pakistan is impor- 
tant to the United States. Pakistan 
controls the Khyber Pass, traditionally 
the invasion route from Central Asia, 
now thoroughly mined and guarded. 

The hope of building a strong Mid- 
dle East defense command allied with 
NATO has practically vanished, a fact 
that makes the United States think 
more and more about the military im- 
of Turkey Pakistan. 


2. The United States and Pakistan 


have been gingerly, almost coyly, ap- 


portance and 


proaching the subject of military bases 
in the Moslem country. Important 
men in Karachi and Washington 


would like to see a military alliance 
between the two countries, but there 
are difficulties. 

On the US side there is the fear 
that openly building up Pakistani mili- 
tary power would permanently es- 
India. On the Pakistani 


there is the fear that a military al- 


trange side 


liance might cause so much trouble 


at home that the government would 
fall. But a military pact is a logical 
development, a question of time 


3. Dissatisfaction with Indian poli- 
cy has made the United States look 
more and more toward Pakistan as its 
friend on the subcontinent. 

4. United States leaders are aware 
that the Palestine problem has cre- 
ated Arab resentment 
this country. Friendship toward Pakis- 
tan, the largest Moslem country, is 


great toward 


one way of showing that we have not 
forgotten the Moslem world. The Pak- 
istanis themselves, although they work 
closely with the Arabs at the UN, are 
not fanatic about Israel and are a 
moderating, pro-Western influence in 
Moslem councils. 

All that is why, as one delegate said 
when he read the story about the 
celebration in Cortland: 

“Looks like Pakistan Day 
the place.” 


all over 


Atom Out of Control 
No delegate at the United Nations 


has come out and said so, and the 
chances are none will. But the one 
big fact in all the talk about dis- 


armament and atomic energy control 
is that it is completely obsolete. 

The that nobody at the 
United Nations—or in the whole world 


truth is 


knows whether control of atomic 
energy is a scientific possibility or a 
political pipe dream. 

That big truth has been pushed in- 
to the shadows by the millions of 
propaganda words that have been 
spoken about international control. 

But as the 


agreement on control, the talk be- 


years go by without 
comes more and more meaningless. 
And this is why: 

Back in 1947, a committee of scien- 
tists held a long series of closed meet- 
ings under the auspices of the United 
Nations. They finally came up with 
a report which concluded that the in- 
ternational control of atomic energy 
was scientifically feasible. 

In other words, the scientists were 
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“For a thousand and one nights the Pakistani sang sweetly to the Great Mogul, but the Indian sucked sour fruits...” 


saying that an international inspec- 
could be worked out 
which would be able to map all atom- 
ic facilities, set up a careful system 
of checking the use of minerals and 
chemicals, watch the output of atom- 
ic plants, detect violations of agreed- 
on production quotas, and generally 
make sure that no country was pro- 


tion system 


ducing atomic weapons. 
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1947. The scientists 


based their conclusions on what they 


That was in 


knew about atomic production meth- 
ods at the time—and they admitted 
that they knew precious little. But 
even granting, as many experts are not 
willing to grant, that atomic control 
was feasible in 1947, does that neces- 
sarily mean that it is feasible in 1953? 

The answer is a hard “no.” Since 


1947, both the United States and the 
Soviet Union have developed entirely 
different 


those in use in the infancy of the 


production methods from 
atomic age. It is impossible, today, to 
find a scientist who would be willing 
to state that any system of interna- 
tional inspection could spot viola- 
tions of an atomic production code, 
could determine precisely at what 
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point atomic energy production was 
obviously designed for the purposes 
of war, not peace. 

Conceding that such a system could, 
by some miracle of scientific detective 
work, be established, a huge question 
remains: existing stockpiles. 

For international atomic agreement 
is predicated not only on the control 
of production but on the destruction 
of atomic weapon stockpiles. Other- 
wise, the country with the largest pile 
when controls went into effect would 
be forever master of the world. 

Not a single responsible official in 
the Western world would deny that 
the Communists could hide an atomic 
weapon stockpile somewhere in their 
vast empire. And the men in the Krem- 
lin no doubt would be amused at the 
idea that they should put their faith 
in the ability of the international in- 
spection machinery to 
Western supply of bombs. 

Meanwhile, the talk, talk, talk about 
disarmament will continue. Politically, 
no country can afford to say that it 
considers the debate on control and 
disarmament scientific 


uncover a 


nonsense. 


Collective Insecurity 


One great lesson of the Korean War 
is that, as things now stand, it has 
proved that the United Nations’ col- 
lective security machinery can be a 
danger for the countries willing to 
contribute blood and treasure in the 
fight And _ the 
greatest irony of the war is that the 
fumbling beginnings toward a col- 


against aggression. 


Charles Malik leads Arab attack .. . 


44 


lective security system may have been 
wrecked by the very victim of the 
aggression. 

The Korean War shows that the 
victim—the country that is the bene- 
ficiary of the UN aid—can be in a 
position to decide whether or not there 
is to be a peace despite what the ma- 
jority of the organization wants. And 
that is considerably more than most 
of the countries which backed the 
United Nations’ commitment in Korea 
had bargained for. 

Ignore the question of right and 
wrong—the question whether Presi- 
dent Syngman Rhee was justified in 
trying to prevent a cease-fire, an 
armistice, a peace conference. From 
Korea’s point of view, Rhee may have 
had no other choice. 

What’s bothering delegates at the 
United Nations is the fact that the as- 
sumption was that when the UN went 
into a war collectively, it would have 
the right to a collective decision on 
the terms and time of ending it. Cer- 
tainly no country that voted for the 
Korean commitment or sent troops to 
Korea’s defense believed that the vic- 
tim state would turn out to be a ma- 
jor political headache. 

The problem of the rights and pow- 
ers of the victim state was dramatized 
by the truce negotiations in Korea, 
but it is not a brand-new problem. It 
cropped up in the secret meetings of 
the United Nations Collective Meas- 
ures Committee a couple of years 
ago. Naturally enough, the country 
most interested in protecting the rights 
of the victim state to guide its own 
destiny was one of the Communist 
world’s potential targets—Yugoslavia. 

The major powers in the commit- 
tee realized that they were facing a 
vital issue. They would have to con- 
tribute the major share of the defense 
against aggression. And although the 
delegates didn’t say it in so many 
words, the general feeling was that a 
victim country, when it called for UN 
aid, had an obligation to abide by 
the judgments of the majority. 

The meetings of the committee 
never came to much. The skeleton of 
the UN collective security set-up did 
not take on any meat. There were 
just two basic principles: every coun- 
try had an obligation to aid the vic- 
tim of aggression at the call of the 
UN (an obligation many UN coun- 
tries conveniently forgot during the 


Korean War); the country that sup- 
plied the bulk of the strength should 
be empowered to act in the name of 
the UN as the unified command. 

The fear of many thoughtful diplo- 
mats at the United Nations is that the 
Rhee precedent, coupled with the re- 
alization that in time of war even a 
country as strong as the US could not 
control a victim state, may benefit the 
Communists in any future adventure. 

As a theoretical problem, the whole 
thing may seem a bit on the abstract 
side. Looked at in terms of specific 
possibilities, however, it takes on 
sharpness. For instance: 

If the Communists expanded the 
war in Indo-China and France called 
for UN aid, would the French be 
willing, in advance, to hand over the 
power of negotiation to the world or- 
ganization? And if the answer was 
“no,” how many countries would be 
willing to commit their troops to a 
UN action that the UN could not con- 
trol politically? 
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All the fuss about calling off Is- 
rael’s Jordan River project during the 
Security Council debate on the con- 
troversy suggested to some lounge 
wits a fresh approach to the problem 
of war and peace. A new protocol 
would be drawn up: in case of war, 
fighting would be called off during 
Council speeches, resumed during 
translations. 
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Kremlin Forecast: 
Hot and Cold, and Cloudy 


1cns of division inside the Krem- 
S lin multiply. The only issues on 
which there is agreement in the ruling 
circle are: to remain on top; to hold 
the empire; to raise living standards 
for the upper crust. But in regard to 
ways and means there is considerable 
evidence that the ruling five do not 
see eye to eye. 

Soviet notes on Germany have var- 
ied from week to week. Blasts against 
German rearmament have been fol- 
lowed by eulogies of the “renaissance 
of Germany as a Great Power worthy 
to take its place in the world.” One 
week the Kremlin wanted to give a 
German peace conference first place 
on the international agenda; three 
weeks later it implied that a German 
peace conference might have to wait 
until a worldwide agreement had been 
reached. France and Britain are al- 
ternately wooed and attacked. In 
Korea, too, the Soviets are pulling in 
two directions. After helping to bring 
about the truce, they now delay the 
peace conference. 

The Party itself does not seem to 
know what it wants. In the Septem- 
ber-October Kommunist, the CP’s 
leading bi-monthly, the most venomous 
charges of warmongering were hurled 
against US “ruling circles.” Yet for the 
first time in decades these charges 
were not repeated on the slogans dis- 
played at this year’s big November 
parade. 

On the domestic front there are 
similar contradictions. Deputy Premier 
and trade czar Mikoyan not so long 
ago contrasted the steeply increased 
production of champagne with the 
fact that production of vodka for the 
man in the street was below prewar. 
Now Mr. Mikoyan has changed his 
tune: there will be so much cham- 
pagne, he says, that it will become 
normally accessible to workers. 

Novyi Mir (New World), a wide- 
ly read monthly, for the first time 
aired attacks against the basic theo- 
ries of master biologist Trofim Ly- 
senko. The Stalin of natural science, 
he scuttled the Mendelian laws of 
heredity in favor of the inheritance 
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of acquired chaarcteristics, claiming 
therewith a rediscovery in nature of 
the Marxist laws of class struggle. Un- 
der the old regime, criticism of the 
principle of Lysenko’s teachings was 
impossible. Now Lysenko, the theo- 
retician, who did more than anyone 
else to broaden the gap between na- 
tural scientists of West and East, is 
accused of a “beating of wings in a 
vacuum”—while Lysenko, the practical 
plant biologist, is still expected to help 
Soviet agriculture “leap” in one year 
from scarcity into plenty through new 
methods of cultivation. 

The agricultural program, too, is 
lopsided. On the one hand, the peas- 
ants in the collective farms are en- 
couraged to devote more time to their 
one-acre private homesteads; on the 
other hand, they are to work more 
and harder for the collective farms. 
Peasants and collective farms are told 
to display initiative; but control from 
above of Communists in the country- 
side has been tightened by transfer- 
ence of authority to ministerial or 
provincial appointees. 

These contradictions extend to the 
satellites. Peasants there are told to 
enrich themselves, yet the Soviet kol- 
khoz remains the ideal and model. 
Production of consumer goods is 
pushed, but heavy industry still is 
favored. In Czechoslovakia and Hun- 
gary experienced economic _ tech- 
nicians in the inner cabinet now out- 
weigh the political strategists of the 
Stalin period. In Poland, Rumania, 
Bulgaria and Albania, however, the 
old political bosses remain in control. 
In East Germany new political-ma- 
chine men have come up. 


EHIND this shifting fagade Messrs. 
B Malenkov, Khrushchev, Molotov, 
Bulganin and Kaganovich are trying 
to function as a collective. Other can- 
didates for power are waiting in the 
wings. To keep them within bounds 
the five leaders are strengthening the 
Party machine. True to Stalin’s last 
directives, the Party is becoming more 
and more a state above the state. 
Up until a few months ago the 
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Soviet administration, not the Party, 
was being emphasized. This suprem- 
acy of the state administration, of 
course, would have made it easier for 
the army to assert itself. Now the 
army, like every other organ of the 
Soviet structure, must recognize the 
party as the brain and nerve center 
of the body politic. 

But the reorganization has not been 
completed. The nerve center is dis- 
turbed. The giant’s gait lacks coor- 
dination. The five men in the Kremlin 
cannot but worry. They may be ef- 
ficient, but they are not impressive. 
None of them has Stalin’s stature. 
Short of a patriotic war, they will not 
be able to galvanize their people into 
accepting further hardships. The up- 
per crust at least has to be fed, 
clothed, and housed comfortably. 


His is not an easy task. Reports 

from the countryside are alarming. 
Byelorussia, the USSR’s largest po- 
tato producer, had delivered little 
more than one-third of its quota up 
to October 10. On October 13, Trud 
reported from Minsk that the people 
were standing in line for potatoes. De- 
spite millions of acres of new land 
under cultivation, new fleets of trac- 
tors and harvester combines of the 
largest type, more and allegedly bet- 
ter fertilizer, the grain crop has re- 
mained virtually stationary for three 
years. 

In view of reports from major 
provinces which in October, when 
the frost begins to fall, were far be- 
hind on deliveries, this year’s grain 
harvest may be below last year’s, 
whatever Mr. Malenkov’s rearranged 
statistics announce. The overall crop 
report has been strangely late this 
year. Cattle raising and dairy farming 
are in a pitiful condition. 

The men in the Kremlin know that 
an improvement has to come soon. 
Otherwise Messrs. Malenkov, Khrush- 
chev & Co. may be in trouble. 

As long as this pressure lasts the 
Kremlin cannot have a strong and 
consistent foreign policy. Like the oc- 
topus when attacked, the five leaders 
seek to hide behind a dark cloud of 
contradictory policy statements; their 
division offers little prospect of 
either an all-round understanding or 
a definitive break. 

—Paut WoxHL 
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Editorial 


Can We Halt History? 


HAT is new and rather frightening to people 
WW: over the world today is that they no longer 
seem to have a national history. In Iran, in China, 
in Italy, in Russia, people have become aware that 
their future does not belong to them, but is directly 
dependent on contemporary American history; con- 
versely Americans are beginning to realize that 
their history is fatefully influenced by decisions at 
such faraway places as Peiping, Moscow and Delhi. 

This state of affairs is perhaps more painful to 
us Americans than to anyone else, and for a sig- 
nificant reason. 

There are moments in the lives of great nations 
when they believe that their destiny has reached 
fulfillment. Past struggle and strife suddenly make 
sense, for they led to today’s achievements; and 
the only demand on the future is that it shall not 
be too different from the present. It is as if the forces 
of history had been working for the sole purpose 
of creating the current happy conditions and could 
now be expected to subside, since their labors had 
satisfied all possible wishes. 

Augustan Rome, the France of Louis XIV, Vic- 
torian England, among others, have all known these 
marvelous periods of serenity and confidence. For 
a short time after the last war, it looked as if finally 
America’s turn had come. 

Daily, a million comparisons reminded us of our 
good fortune. We were told that the average Ameri 
can earns three times as much as his Western Euro- 
pean brother and from ten to fifty times as much 
as his Asian cousin. Astounding statistics concerning 
production, distribution, pay checks, profits, be- 
tokened the unprecedented success of our economic 
and political life. 

The privilege of living in ease and dignity has 
never before been granted with such lavishness to 
the great majority of a great nation. No wonder we 
began to think that history had gone out of its way 
to help us climb to hitherto unattainable heights. 
When life had become a source of satisfaction to 
muititudes, when time had come to fruition, wasn’t 
it natural for us to want history to halt in its tracks 
and preserve our blessings like a fly in amber? 

History's flat refusal to cooperate in this innocent 
wish deeply alarms the American mind. In earlier 
days, when national states existed in comparative 
isolation, when most full-fledged wars were no 
bigger than the skirmishes of today, nations could 
for long periods enjoy the fruits of their greatness 
almost undisturbed. But at the very moment when 


we were ripe for our own golden age, our destiny 
got inextricably mixed up with what we were prone 
to label unwanted, alien interests. Incalculable out- 
side forces—the land hunger of the Indian peasant, 
the efforts to industrialize China, the natural re- 
sources of Indonesia, the present and future of so 
many other peoples—suddenly became a_ national 
concern. The hopes and plans of strangers have come 
to influence our own hopes and plans as directly as 
if these foreigners were citizens of Iowa. 


HE result is a trauma of dramatic depth. We 
| polee we had achieved our destiny by our 
own efforts and according to our own lights. We 
thought history had done its duty and that we could 
slowly pension it off by scrupulously hoarding its 
generous patrimony. Then, unexpectedly, around 
1947, we woke up to face the frightening fact that 
we cannot get rid of history, that it is unwilling to 
stop. Slowly we had to realize that, in some manner, 
our national history is inseparable from the history 
of China, England, Japan, Germany, France, Russia. 

For many of our fellow citizens, the message of 
the new era is still incomprehensible. For what it 
means is this: that whatever we do in the future 
we shall hardly be able to go on living simply as 
Americans, exclusively devoted to the social, eco- 
nomic and political tasks of our own land. We shall 
have to live as a people whose every activity—and 
whose life or death—depends not only on our own 
wishes and decisions but on the desires, needs, fears, 
opportunities of two billion Asians, Europeans, 
Latin Americans and Africans. 

That a great many Americans are frightened and 
upset by this prospect is understandable. For gen- 
erations people have thronged to this free soil to 
forget the misery and injustice of other continents. 
And they revolt against being once more entrapped 
by the world they had rejected. 

Here in a nutshell is the trauma, as well as the 
great challenge to the adaptability and genius of 
the American mind. Our future depends on the 
sobriety and intelligence with which we react to 
a historic drama that so many of us do not relish 
and whose true meaning we have barely begun to 
comprehend. 
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A Ten-Year Industria! Boom Threatens to Lose Its Momentum 


IS YOUR DOLLAR 
SAFE IN CANADA? 


a ee RR a 
By ROBERT K. TAYLOR 


Chief, Parliamentary Bureau, Toronto Daily Star 


OTTAWA 

ANADA’S economic boom was five spectacular years 

old before Americans woke up. Then they rushed 

in with new capital to cash in on the profits the new 
wonderland offered. 

Today they are just as slow in seeing the clear 
danger signals that warn of trouble ahead for their 
neighbors to the north. 

Briefly, these signals indicate a basic flaw in Canada’s 
economy: her productive power now seriously over- 
shadows her markets both at home and abroad. 

Americans should be alert to these warnings, for 
their stake in Canada is overwhelming. Between 1946 
and 1952, they made direct investments in the coun- 
try amounting to $1 billion and bought Canadian se- 
curities valued at $1.5 billion. All told, their direct, 
long-term investments amount to over $5 billion. 
More than 2,000 companies in Canada are US-owned, 
and last year Americans received $344 million in divi- 
dends from Canadian investments. 

That Americans—and others around the world— 
should still be dazzled by Canada is understandable. 
Canadians have been industrializing faster than any 
other country in history. Industrial production—in real 
terms—is 250 per cent greater than before the war, 
and real national income has more than doubled in the 
same period. 

Despite her small population Canada has become 
the sixth greatest industrial nation; for the past seven 
years she has devoted at least one-fifth of her national 
output to building for the future. 

This year, moreover, tops all the rest. The gross 
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national product is running at an annual rate of some 
$1 billion ahead of last years all-time record of $23 
billion. Retail sales are 6 per cent above last year’s 
record rate, and capital expenditures are 9 per cent 
above last year’s. 

With this exhibition of robust economic health be- 
fore them, Americans took little account of the mid 
year warning raised by Canada’s Minister of Trade 
and Commerce: “Canada,” said the Rt. Hon. C. D. 
Howe, “should be prepared for setbacks.” 

The condition of Canada’s foreign markets is caus- 
ing Ottawa the greatest uneasiness. It is an accepted 
maxim of the government's economic thinking that 
the country’s prosperity rests on her ability to ex- 
port: she sells—or tries to sell—almost a quarter of her 
national output. Last year Canada exported goods 
worth $4,729 million in US dollars, while the United 
States, with more than ten times her population, ex- 
ported goods worth only $15,164 million. 

Canada’s foreign markets, however, are shrinking. 
Exports in the first four months of this year were down 
a full 25 per cent from the same period last year. The 
bulk of the declines was in such basic items as wood 
pulp, newsprint, zinc, tobacco and copper. A carry- 
over of 500,000 cases of salmon depressed this im- 
portant export industry in British Columbia. Lumber 
sales to Britain were down 20 per cent from last vear. 
The textile industry, often an indicator of economic 
trends, was in such straits that a three-day week 
was not unusual for many of its 100,000 workers. and 


spokesmen talk of many firms going out of business. 
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IS YOUR DOLLAR SAFE IN CANADA? continued 


Wheat income is one of the foundations of Ca- 
nadian industry and business. And the sad plight of 
Canadian exports is high-lighted by the tragic wheat 
situation. 

Canada is suffering from the effects of three bumper 
crops in a row. Each topped the 500-million-bushel 
mark. With the fall harvest, Canada had about 966.5 
million bushels of wheat on hand—more than 50 per 
cent above the 10-year average despite 1952’s near- 
record export of 336 million bushels. As one expert 
wryly observed, “Wheat is pouring out of our ears.” 

Canadians surely will not be able to pour it abroad 
on the necessary scale. At home, they can consume a 
meager 160 million bushels, and last year’s export 
sales will be hard to equal. The past crop year saw 
the end of the four-year International Wheat Agree- 
ment, which Britain refused to renew; her own supply 
of wheat is so great she is storing it in vacant theaters. 
European countries, usually good Canadian customers, 
have also, for the most part, had good crops—in some 
cases they have become exporters. 


TODAY— A Glut in Grains 











Foreign wheat competition, in fact, has become a 
real problem for Canada. “There is a danger that we 
may be priced out of the wheat markets of the 
world,” the president of the Winnipeg Grain Exchange 
has warned. “The grain tie-up has become of national 
instead of just prairie importance.” 

Even should Canada meet this competition success- 
fully, prices may be forced dangerously low. “A battle 
royal is going on behind the scenes,” revealed one 
Canadian expert, “between importer Britain and the 
big wheat exporters Canada, the US and Australia 
over what will be the world price of wheat.” 

As a result of this situation, wheat storage elevators 
are so overloaded that farmers this year have been 
able to market initially only three bushels for each 
acre in crop. At Yorkton, Saskatchewan, Board of 
Trade members said that wasn’t enough to pay for 
the fertilizers. They added: “Wheat may start a major 
depression in the West.” Commented the Montreal 
Gazette: “It is building up to one of the greatest 
crises in many a year.” 








The fate of Canadian wheat could overtake many 
other segments of the country’s economy. The gold 
industry that sustained Canada through the 1930s is 
squeezed between rising production costs and the 
fixed price of gold. Her 1952 gold output of $150 
million was down $54 million from its 1941 peak. Only 
a federal government subsidy of about $12 million is 
keeping most of her 60 producing mines operating. 
Labor troubles closed many this fall. 

Similarly, automobile exports are not rolling along 
at the requisite clip. Although Canada is the world’s 
largest importer of cars and car parts, she is also 
the world’s third largest exporter. But her automobile 
export markets, which usually take about half her out- 
put, are deteriorating. Former customers, such as Aus- 
tralia, are developing their own automobile industries 
and restricting their purchases in dollar countries. 


The Protectionist Threat 

If Canada’s export picture is black today, tomorrow’s 
picture looks even worse. Canadians fear that Ameri- 
can protectionists will get their way next summer— 
a triumph that would bring our major North American 
ally to her knees. 

Last year Canada sold goods to the US valued at 
$2,350 million—more than half of her total exports. 
In 1950, 65 per cent of her exports went to the US. 
That is why the phrase “US protectionism” raises the 
hair on Canadian heads. They remember the disaster 
that struck them the last time US high tariff advocates 
had their way: after the 1921 emergency tariff Ca- 
nadian exports to the US dropped a staggering 46 
per cent. 

A repetition of the 1921 disaster is no idle threat. 
US Tariff Board inquiries are pending or under way 
into the $61 million worth of Canadian oats sold in 
the United States last year, into Canadian exports of 
ground-fish fillets, and into the demand by the US 
National Lead and Zinc Committee for the imposition 
of quotas and a sliding scale of tariffs against the 
$52 million worth of zinc and $36 million worth of 
lead Canada sold to the United States. Canadian and 
other countries’ cheese exports to the US have already 
been restricted. 

These uncomfortable facts, plus the knowledge that 
strong forces in the US Congress would like to scuttle 
the whole policy of reciprocal tariff concessions, caused 
Prime Minister Louis St. Laurent to issue a sober 
warning to Americans on both sides of the border this 
summer: 

“We as an exporting nation do not relish being re- 
garded as a marginal supplier to be cut off whenever 
the going is tough for those with whom we happen to 
be competing. 

“We want to be as sure as we can of continued 
access to the markets we have established over many 
years. We don’t want to build an industry up to sup- 
ply a particular need and then suddenly have the 
market cut off without warning. And we don’t want 
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to see the kind of ill-will develop which that kind of 
action inevitably creates. 

“If we Canadians are unable to keep our trade at a 
high enough level, our standard of living suffers; there 
is bound to be unemployment and, if it goes far 
enough, a depression with all its evil consequences, 
social and _ political.” 

Another unpleasant aspect of US protectionism for 
Canada would be its effect on her other overseas cus- 
tomers. If they were hit by new US restrictions, they 
could earn fewer dollars with which to buy Canadian 
goods. 

By the same token, if US foreign aid (to countries 
other than Canada, which has never received any) is 
reduced—and there is every indication that it will be— 
Canada’s foreign markets will be further weakened by 
lack of dollars. Edward S. Mason, Dean of Harvard's 
Graduate School of Public Administration, recently 
observed that “diminution of foreign aid programs 
could have a significant effect not only on Canadian 
and US exports but on the further development of 
relatively independent trading blocs. Canada faces 
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IS YOUR DOLLAR SAFE IN CANADA? continued 


the threat of further discrimination against dollar ex- 
ports, exchange controls and inconvertibility of cur- 
rencies. . The world may face a_ considerable 
heightening of tariff barriers that might be described 
as temporary, but, as the French say, “Nothing lasts 
like the temporary .” 

Faced with trouble in the export field, Canadians 
are dismayed to find their home market equally un- 
certain. The domestic economy is geared to a pro- 
gram of rapid expansion, and in a number of indus- 
tries—steel and automobiles, for instance—expansion 
has virtually ended. 

Canadians have been buying cars at a tremendous 
rate and reducing the spread between their 20 per 100 
population and the US ratio of 33 per 100. In July 
alone they spent $106,578,000 for 42,789 cars. But 
more than half of new car purchases was financed by 
pledging future earnings, the highest percentage on 
record in Canada, and experts fear that the use of 
credit to maintain a high level of automobile sales is 
nearing its end. 


Canada Asks for Trouble 

The same is true of personal consumption in gen- 
eral. Never before has the financing of current con- 
sumption in Canada relied so heavily on credit. In the 
second quarter of this year installment sales hit an 
all-time peak of $395.6 million—some 7.4 per cent 
over the previous high for a quarter 
nearly one-third of total 
sales, and they have tied up a sizable share of the 
future income of manv families. This burden will be 
manageable only if incomes keep rising, and few 


in Canada expect that 1954 will be as good as 1953. 


Credit sales compris« 


Consumer credit is already increasing faster than 
income. Canadians have more than tripled their mort- 
gage debt since 1945. Residential construction totals 
more than $1 billion for the last three vears. This vear 
it will reach about $1,225 million. Canadians are build- 
ing some 90,000 housing units a vear—half of them 
financed by Another $3 
billion a vear is being spent on other new construction, 


federal government loans. 


repairs and maintenance, and much of this represents 
mortgaging future earnings. Consumer credit. said a 
prominent Canadian banker recently, is expanding so 
rapidly that the country “is just asking for trouble.” 

Even with this rising consumer debt, there is grow 
ing evidence that Caneda has reached the saturation 
point in many key items such as electrical appliances. 
The annual report of the Canadian Chamber of Com 
merce in September pointed out that “there are more 
soft spots than have usually been encountered during 
such periods of general prosperity in the past,” and a 
Vancouver businessman told the Chamber that “there 
are danger signals ahead. Many retail concerns will 
succumb within the next twelve months.” 

The collapse of the Canadian boom as a result of 
these internal and external developments was fore- 
shadowed recently by the top economist of the Bank 
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of Nova Scotia: “Canadians,” he said, “have been try- 
ing to do too much too fast and thereby are causing 
strains which are gradually weakening the structure 
of the boom.” The Canadian Bank of Commerce put 
it more bluntly: “The Canadian economy is hanging 
in uncertain balance.” 

Since a thriving export trade is the key to continued 
stability, Canada has taken the lead in the fight for 
greater world trade. To help create a more effective 
multilateral trade and payments system—covering the 
widest possible area—she has contributed $75 million 
in aid to the Colombo Plan of developing the countries 
of Southeast Asia. She has extended credit amounting 
to $2.5 billion US to her overseas customers in the 
postwar years. She has worked out a federal govern- 
ment system of insuring against export losses. 

Most important, Canada has exhibited a rare de- 
gree of intelligence in attempting to stimulate im- 
ports as a necessary condition of her export drive. 
She is the only country in the world that has a govern- 
ment bureau charged solely with the task of stimulat- 
ing imports. 

To ease its task, she has cut her tariffs far lower than 
US tariffs, and has encouraged others to do the same. 
Her Finance Minister, Douglas Abbott, has made 
plain the government's refusal to grant higher protec- 
tion to domestic industries suffering from foreign com- 
petition and a reduced home market. Last month he 
told the World Trade Conference at Richmond, Vir- 
ginia, that he felt Canadian industries were asking for 
further tariff protection either as “a substitute for real 
competitive effort” or because resources and man- 


yower were being “emploved in a wrong industry.” 
I ; 3 


Welcome Mat for Imports 

This policy is bound to have some effect. When 
Minister of Trade and Commerce Howe took a party 
of Canadian businessmen on a trade promotion tour 
of Latin America last spring, he told Latin Americans 
that Canada wanted not only to sell but to buy abroad. 
His point was driven home by the fact that Canada is 
one of the few countries in the world which has no 
quantitative restrictions on imports and no import or 
exchange controls. 

If these policies bear fruit, American investors—who 
expected to make a quick profit in Canada—will in- 
stead find long-range benefits as the Canadian economy 
takes its place in a more rational world economic 
system. 

But Canada’s efforts to expand unrestricted multi- 
lateral trade will end in miserable failure unless the 
US joins her in making a flow of dollars available to 
international commerce. 

The United States has good reason for doing so, if 
only because Canada is its biggest export market. 
She bought $2,976 million worth of US goods last year 
—nearly one-fifth of total US exports. One hundred and 
sixty million Americans would suffer should Canada’s 
boom turn into a bust. 
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Until we eliminate the contradictions of our policy, there is... 


NO FUTURE 
FOR WORLD TRADE 


By ELLIOTT HAYNES and MARK STROOCK 


T THE end of World War II, our democratic allies 

expected the United States to lead the way to- 
ward fulfillment of one of our brightest promises—a 
sound and integrated world economy. Today, they feel 
we have reneged on this ideal. When we protest that 
we are still aiming at the same star, the foreign reaction 
is politely incredulous. 

The explanation for the swift decline in US moral 
prestige lies in the postwar history of our foreign 
economic policy. Despite such brilliant episodes as 
the European Recovery Program and Point Four, its 
dominant characteristic has been one of brazen con- 
tradiction. 

Take the case of Henry Ford, Il. Soon after the 
Detroit Board of Commerce won international fame by 
its strong declaration for free trade, Ford—a board 
member—declared in a speech at Chicago that the US 
should abolish its tariff and that “we ought to get rid 
of the 10 per cent tariff on automobiles at once.” 

\ Republican Representative from California, A. O. 
Hunter, took him at his word and drew up a bill abol- 
ishing the auto duty. Hearings on the bill in the House 
Ways and Means Committee were never held: neither 
Ford nor his competitors evinced the slightest de- 
sire to testify in its favor. Understandably annoyed, 
Representative Hunter spurred the Detroit Board of 


Commerce to find out why its members in the auto- 
motive industry had let him down. Ford replied that 
his position remained unchanged—that “the _ tariff 
on automobiles . . . should be eliminated as part of a 
broad and comprehensive attack on trade barriers.” 

The Westinghouse Electric Corporation offers an- 
other example of inconsistency. It hates imports. Vice- 
president John K. Hodnette told Westinghouse workers 
this summer that the threat of low-cost foreign com- 
petition was casting a shadow over future plant produc- 
tion, and perhaps their jobs as well. 

Hodnette was also disturbed about US government 
contracts let abroad, and claimed that Westinghouse 
had lost “more than $7 million worth of business and 
about a million man-hours of work on government con- 
tracts given to foreign countries.” 

His concern is justified. Because the company would 
not allow people abroad to earn dollars through im- 
ports, it must rely on the US government to purchase 
its goods for export. To date it has done rather well: 
Westinghouse president William E. Knox boasted last 
October that his company had supplied electrical gen- 
erating equipment valued at more than $10 million in 
connection with the Mutual Security Administration’s 
thermal power expansion program for Italy. 

The position of the farming community is equally 





Malpractice in adopting legislation designed 
to subsidize exports, which makes it difficult 
for other nations to compete for dollar sales. 


Socialism in the form of domestic subsidies 
that bar other nations from entering the Ameri- 
can market in the fields that are subsidized. 


> Unbusinesslike mentality of those who cling 
to domestic markets they can enjoy only under 
the protection of import duties and embargoes. 
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SIX MISTAKES THAT MAR US TRADE POLICY 


>Fear of Communist advance abroad, which 
holds up private capital investment and thereby 
paves the way for Red exploitation of poverty. 


Distortion of the damage done the economy 
by foreign aid expenditures in making a bal- 
anced budget and orthodox financing impossible. 


Inconsistency in labeling government economic 
aid to other nations as damning to free enter- 
prise while subsidizing producers in the US. 
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NO FUTURE FOR WORLD TRADE continued 


perverse. Farmers, of course, have fled from the 
market place to the shelter of assured sales at guaran- 
teed prices via the government's Commodity Credit 
Corporation. Such a subsidy program is the antithesis 
of free trade; the government by law cannot allow 
foreign crops to invade the American market and force 
the CCC to absorb an even greater amount of US 
production than it already does. 

Recognizing this, and aware that US imports are a 
logical necessity if our exports are to flourish, the 
National Grange makes hazy reference to the need for 
“complementary” imports—that is, imports of anything 
but farm produce. 

Notwithstanding their stand against agricultural im- 
ports, US farmers feel it is their privilege to export, 
and in this respect have discovered a flaw in the pres- 
ent set-up. A thing they dearly love—the high price 
level maintained for them by the government—has had 
the effect of pricing them out of foreign markets. 


EVER at a loss when in need of a new protective 
N idea, farmers have worked out a plan to remedy 
this awkward situation. It is called the two-price sys- 
tem, under which the government would support only 
the prices of domestically consumed commodities and 
permit the exportable portion to seek markets abroad 
at cut rates. In effect, the government is now called 
upon to subsidize domestic consumption, subsidize ex- 
ports, and fend off foreign competition for the farmer, 
all at the same time. 

Segments of US labor display the same myopic 
vision. An outstanding example is that greatest present- 
day American capitalist, John L. Lewis. With coal a 
glut on the home front, Lewis urges coal exports as 
the answer to a maiden’s prayer. But while he sees US 
coal as divinely inspired competition for coal and oil 
producers abroad, Lewis waxes wroth in his stand 
against foreign oil imports. His attitude, like that of 
other labor leaders in “labor intensive” industries, is 
one of complete contradiction. 

With the US business, agricultural and labor com- 
munities—or at least a sizable proportion of them— 
still worshiping at the altar of protectionism, it is not 
surprising that the government's foreign economic 
policy also bristles with contradictions. Its primary goal 
—expansion of world trade—requires that other coun- 
tries earn many more dollars than they ever did in the 
past. Yet at every turn government policy makes this 
difficult. 

The US tariff and quota system is as starkly an- 
tagonistic to imports as the subsidies already men- 
tioned. In addition, Washington seems to have stood 
on its head concocting schemes that vitiate avowed 
US foreign economic policy. 

There is, for instance, the clause in the foreign aid 
law requiring that at least 50 per cent of cargoes 
financed by the program be shipped in US bottoms. 
We spend billions helping Europe recover her power 
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to earn dollars and in the very same program curtail 
her ability to do so. 

The Buy American Act is another example of Wash- 
ington’s obstinate effort to torpedo its own overall 
objections. Passed in 1933 in a period of widespread 
unemployment, it requires—with several vague and 
ineffectual exceptions—that federal government pur- 
chases be made in the United States. 

Today’s full employment means that the law serves 
only to limit imports, keep American allies hanging on 
the trade ropes and reduce the effectiveness of our 
foreign aid expenditures. Nevertheless, the government 
has not only maintained but extended the measure. 
The appropriation for the Defense Department for 
the fiscal year 1952-53 carried a provision that pre- 
ference be given to domestic food, clothing, cotton 
and wool in all forms, not only for use within the 
United States but also for use abroad. 

These backward somersaults of American policy must 
inevitably mean that foreign demand for our products 
will outrun the ability of foreign nations to earn 
dollars. Despite a record $7.03 billion of US foreign 
aid for fiscal 1953, despite extensive American offshore 
purchases of military and other goods and services, 
foreign nations have had to stiffen their restrictions on 
purchases of US goods and services in order to close 
the celebrated dollar gap. American policy, therefore, 
looks rather silly when it proclaims the closing of the 
dollar gap as if it were an accomplished fact and urges 
foreign nations to get rid of their import quotas and 
make their currencies freely convertible. 

Despite all this, US policy would become less con- 
tradictory if it attempted to pave the way for unfet- 
tered international commerce by moving a larger 
amount of dollars into the stream of international 


payments by investment of American capital abroad. 


US LEADERS CHART... 





die > 
Obsessed with the need for government economy, Budget 
Director Joseph E. Dodge (left) and Treasury Secretary 
George M. Humphrey point to the public debt as grounds 
for slashing economic aid to other nations, Equally damag- 
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Unhappily, a solid array of contradictions have kept 
US investments abroad at a minimum. 

Private US capital has stayed home largely through 
fear of Communist ascendency through external ag- 
gression or internal revolution. But the very fact that 
US capital does not enter countries to strengthen their 
moral and material fiber may itself lead to their ca- 
pitulation to communism. 

The sole alternative to private US capital is the US 
Treasury. For this reason, Washington’s protestations 
about free-world economic unity and wider trade will 
remain empty slogans unless government funds are 
made available for productive investment abroad. 

There are a number of ways this can be done—and 
done effectively. But we seem to expend much of our 
genius on finding excuses for ignoring them. 

One increasingly popular excuse argues that the 
United States cannot afford foreign economic aid. US 
delegate James D. Zellerbach recently told the UN 
General Assembly’s Economic and Financial Com- 
mittee that a $50 billion defense budget makes it im- 
possible for this country to contribute to any new in- 
ternational fund for economic development. Although 
he claimed to be “fully alive to the urgent need for 
improved living standards in large parts of the world,” 
his message revealed no appreciation of the fact that 
the free world must be economically secure if military 
security is to have any meaning. 

There is, moreover, expert opinion to the eftect that 
the United States, far from being exhausted by a $50 
billion expenditure, could support a defense program 
of about $70 billion to $75 billion by 1956. A National 
Planning Association study reveals that this could be 
accomplished without “substantial” tax increases, 
without “substantial” deficit financing and without the 
need for “comprehensive direct anti-inflation controls.” 


... A TWO-WAY DISASTER 





ing is the blindness of businessmen to the fact that imports 
must balance exports. William E. Knox (left), president 
of Westinghouse, hates imports. Here he dedicates two 
Westinghouse generators in Italy bought with US funds. 
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Whether or not this is 100 per cent correct, conceivably 
several billion dollars could be made available without 
undue strain to lift our foreign economic policy from 
its present stagnation. 

A refinement of the “we can’t afford it” theme is 
contained in the woeful homily, “The best insurance 
for the free world is a strong America.” Extreme ad- 
vocates of this view—and there are many who accept 
it as the proper beginning and end of our policy—see 
taxation and deficit financing as a Marxist plot to 
destroy us by undermining our currency. 

The present administration has bolstered this school 
of thought by stressing the need for financial “ortho- 
doxy” and reduced taxes. In his anxiety to balance the 
budget Joseph E. Dodge seems to have lost sight of the 
real dangers facing this country. It is reported that 
Secretary of Defense Charles E. Wilson, worried about 
Dodge’s attempts to effect excessive economies in 
Army, Navy and Air Force appropriations, is now 
bucking the Budget Director by talking about his 
higher responsibility to the American people. Tragical- 
ly, nobody has explained to Dodge the larger meaning 
to American security of an international development 
corporation financed by the United States. 


NOTHER excuse much used today to limit the flow 
A of government funds abroad is the “danger” of 
building up foreign industries as competitors to US 
industry. This is the favorite of Treasury Secretary 
George M. Humphrey, who warned not long ago that 
our own Export-Import Bank and the UN’s Interna- 
tional Bank for Reconstruction and Development 
would receive no funds “to finance investments abroad 
on a large scale in the development of competitive 
enterprise.” 

Humphrey's deep but ill-conceived concern for the 
safety of American capitalism virtually ignores the 
oft-proclaimed principles of free enterprise. It also 
lacks conviction: capitalism as we know it today is on 
trial for its life and will survive only if it provides a 
remedy for the free world’s economic maladies. 

The final refuge of those who oppose the outflow of 
government funds is perhaps the most amusing of all 
the contradictions that beset US foreign policy. Amer- 
ican labor, agriculture and industry are sheltered from 
foreign competition by the purest of socialist measures: 
subsidies in one form or another, including that great- 
est of subsidies—the tariff. These same beneficiaries of 
socialism, however, are the first to inveigh piously 
against government investment abroad as a violation 
of the rights and privileges of free enterprise. 

Eight years after the end of World War II the world 
is no closer to an effective system of international trade 
and payments. Commerce remains shrunken as na- 
tions huddle behind their stultifying trade and cur- 
rency restrictions. America will not be safe until we 
learn that economic unilateralism is a fallacy, which, 
if we continue to follow it with our present tenacity, 
will endanger our very survival. 
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Communist machine-gun fire dropped him in 
combat. But whole blood kept him alive, saw 
him through the hospital. He thanks you for 
his life. 





She'd been exposed to polio. A new serum, 
Gamma Globulin, made from blood, helped 
ward off the dread disease. She thanks you 
for her life. 





A tornado whipped suddenly across her home 


town. She was badly injured by falling debris. 


But a quick Operation, severcl transfusions 


pulled her through. She thanks you for her life. 


Three grateful people say : 
f We're HERE — 
because you were THERE I 
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Audit of World Finance 


Interest Rates and 


The Flow of Capital 


By Sipa Heller 


Professor of Finance, Graduate School of Business Administration, N.Y.U. 


HE problems of 
| Neethionee the 
flow of American 
private capital 
abroad will be 
eased by the lower 
money rates now in 
force in the U. S. 

Interest rates have witnessed a 
considerable drop here recently. 
While in May 1953, 90-day 
Treasury bills were selling to yield 
2.20 per cent, in the middle of 
October the rate of return dropped 
to about 1.40 per cent. A much 
less pronounced decline occurred 
in the yields of medium and long- 
term government obligations as 
well as in the return on high-grade 
bonds and preferred stocks. 

The facts that the boom is gradu 
ally coming to an end and that 
business activity is leveling off con- 
tributed to the change in policy of 
the monetary authorities as well as 
to the slowing down in the demand 
for bank credit. In fact the seasonal 
demand for bank credit this fall is 
smaller than was expected. 

While between the beginning of 
September and the middle of Oc- 
tober 1952, commercial, industrial 
and agricultural loans of weekly 
reporting member banks had in 
creased by $1,041 million, the in- 
crease during the corresponding 
period this year was only $232 mil- 
lion. This has resulted in a decline 
in the rate at which commercial 
paper, which in September was 
2.75 per cent, was reduced in two 
steps to 2.50 per cent, effective 
October 13. 

All indications are to the effect 
that the present policies of the Re- 
serve authorities will continue, and 
should business activity witness a 
greater decline than is generally 
particularly if 
panied by an increase in unemploy- 


expected, accom- 


ment, further measures may have 


to be taken by the Reserve au- 
thorities to broaden the credit base 
and increase the availability of 
bank credit. Monetary and credit 
controls will undoubtedly play a 
considerable role in preventing a 
normal economic readjustment from 
becoming a more serious recession. 
What effect will this have on 
conditions abroad? It is well known 
that economic developments in the 
United States exert a powerful in- 
fluence on economic conditions 
abroad. Thus, for example, the mild 
and _ short-lived readjustment in 
1949 had rather wide repercussions 
throughout the entire free world 
and was at least in part responsible 
for the devaluation of currencies in 
twenty-nine countries. The reduc- 
tion of the discount rate by the 
Bank of England and the Bank of 
France on September 17, 1953, 
from 4 to 3.50 per cent, coincided 
with a drop in US money rates. 


HE reaction abroad to develop- 
, pes here stems from the facts 
that the United States is the larg- 
est buyer and consumer of certain 
basic raw materials produced in 
the free world and that there is a 
relationship between the degree of 
business activity in the US and the 
volume of imports, which in turn 
affects the economies of the ex- 
porting nations. 

While a free ecenomy is bound 
to have its ups and downs, a se- 
vere recession is not to be expected 
in the United States. Not only is 
the economy dynamic and the 
population increasing at a rapid 
rate, but, in addition, the govern- 
ment is prepared to intervene with 
credit and fiscal measures. 

Thus a healthy economy in the 
United States combined with the 
reduction in money rates will help 
to increase direct American private 
investment abroad. 
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What You Should Know 
About Protected Industries 





very stockholder who attends an 
F annual meeting should beware if 
the Chairman of the Board bewails the 
crimes committed against his company 
by foreign manufacturers. 

The irony of the chairman’s com- 
plaint is that in many cases the com- 
pany’s ills stem from the very fact 
that it enjoyed protection from foreign 
competition and grew soft and lazy in 
consequence. Either his 
didn’t keep up with strictly domestic 
developments and allowed its market 
to vanish, or it permitted more dy- 
namic competitors, who cut costs and 
prices and developed new techniques 
and products, to move in. 

If the company were to liquidate 
its assets the stockholders would bene- 
fit greatly, because many of these com- 
panies “are worth more dead than 
alive.” That old and respected Wall 
Street term simply means that the 
book value per share of stock is great- 
er than the price the stock will bring 
on any of the US security exchanges. 

A recent study shows that there are 
at least 163 companies with common 
stocks traded on the New York Stock 
Exchange and the American (Curb) 
Stock Exchange which are actually 
worth more dead than alive. Most of 
them are not concerned with the 
threat of imports, but a few are in- 
volved in this question. 

In each of the four companies dis- 
cussed below, the book value in- 
cludes the entire amount that the com- 
pany would receive if the fixed and 
current assets were liquidated at the 
value each carries on the company’s 
books. In practice, of course, the com- 
pany could not realize full book value 
were it to liquidate, but it would come 
close enough to create a real profit 
for its shareholders. 

The first of these firms is the hard- 
pressed American Woolen Company. 
Near the end of October its common 
stock was selling for $15 a share while 
its book value was a whopping $70.48. 

The entire woolen industry has been 
claiming for some time that cheap 
foreign labor will run it out of business 


company 
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if imports are increased. But the 
ability of foreign mills to produce 
cheaper textiles is not the real rea- 
Woolen’s 
position. Although this company was 
losing more than $4 million in the 
first half of this year, another tex- 
tile manufacturer, M. Lowenstein & 
Sons, was making $4.5 million by 
turning out cottons and 


son for American current 


rayons at 
popular prices. While the latter firm 
probably dislikes low tariffs as much 
as American Woolen does, it knows 
its real enemy and has beaten Eu- 
ropean and Asian importers at their 
own game—by modernizing its plant 
and improving distribution techniques. 
American Woolen was slow. to 
realize that the answer to its par- 
ticular problem lay in low-priced syn- 
thetics, and by the time it stopped 
fighting the new fibers, a good bit of 
the market it might have had was 
taken over by others. All the import 
barriers in the world won't save this 
company from domestic synthetics. 
Another company worth more to its 
stockholders were it to liquidate is 
Glen Alden Coal. On October 23, 
1953, the common stock was going for 
$7 a share, but its book value was 
$49.19. The coal industry is second 
to none in denouncing imports, but 
here again the real threat is domestic. 
Back in 
of 90 per cent of our fuel, but today 


1900 coal was the source 


it supplies only 33 per cent of our 
fuel needs. Admittedly part of this 
drop was due to imported oil, but our 
own oil industry would inevitably 
have taken out a tremendous chunk. 
It will be interesting to see how the 
coal barons try to fight off atomic 
power—logically they should demand 
a tariff on uranium—but many a stock- 
holder might like to get seven times 
the market price for his share in an 
industry that has hidden behind tar- 
iffs and been outpaced by technolo- 
gy—mostly of domestic origin. 

Still a third firm in this position is 
the American Crystal Sugar Corpora- 
tion, bid at about $22 a share near the 
end of October but with a book value 


of $74.95 per share. This company 
operates in an industry protected by 
quotas, not tariffs. Under this system 
the price of sugar in the US is sup- 
ported and every foreign supplier may 
share in the market, with each do- 
mestic sugar producing area getting 
its allotment as well. If import re- 
strictions eliminated, 
which now get comparatively small 
quotas would increase their shipments 
to the discomfort of 
American Crystal. 


were nations 


such firms as 
The industry is so well protected 
that it will take unusual pressure from 
to alter the situation — but 
that’s been known to happen before. 
A fourth company that would be 


abroad 


worth more to its owners if it were 
liquidated is Elgin National Watch. 
Again taking a late October price, El- 
gin was selling at around $11.50 a 
share, but its book value was more 
than double that—$27.02. At the mo- 
ment most of the watch industry, fight- 
ing to hold down imports of finished 
watches, has to import many of the 
movements from Switzerland. If bar- 
riers were lowered, watches would 
come in from other countries. Even 
operating under the benefits of pres- 
ent restrictions, the US watch com- 
panies are having a hard time, and if 
—for political reasons—this country 
should feel it necessary to increase im- 
ports from Japan, the industry would 
have extremely rough sledding. Stock- 
holders may look back to 1953, as old 
Waltham Watch security owners must 
look back on the years before their 
company ran into real trouble, and 
wish it had liquidated its assets. 


INCE most of these firms have 
S paid dividends, although missing 
more than a few in recent vears, 
stockholders received __ their 
bonanza from liquidation would have 


who 


to reinvest their money in securities if 
they were to realize their full profits. 
If the money received by stockholders 
were invested in new industry, some 
form of tax allowance might be per- 
mitted. Even without this special 
grant a shareholder could take his 
$49.19 (from the liquidation of Glen 
Alden, for example) and get a better 
return for it than he could by invest- 
ing the proceeds from the sale of one 
share at the recent market price of $7. 
By so doing, stockholders would be 
making efficient use of their capital— 
and they would be putting classical 
economic theory into practice. 
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NATURAL FIELDS 
FOR INVESTMENT 


Textiles, paper and _ paper- 
board, glass, chinaware, food- 
stuffs, beverages, tobacco, and 
other light manufacturing and 
processing industries. 


Cement, construction materials, 
pulp, some heavy steel prod- 
ucts such as piping and fittings, 
industrial chemicals such as 
nitric and acetic acids. 


Mining operations of critical 
materials such as bismuth and 
vanadium, antimony, tungsten, 
and possibly uranium. Light 
manufacturing and processing. 


Rubber manufactures such as 
tires, basic chemicals for in- 
dustry such as acids and al- 
kalis, cement, assembly opera- 
tions. of many consumer goods. 


Canning and bottling, glass, 
fiber processing, petroleum re- 
fining, some forestry products, 
light metal products and hard- 
ware, soap, tanning. 














Opportunity & Risk 


Mexico's Ambition: Plants 
To Process Raw Materials 


Mexico Ciry, Mexico 

Realization by Mexicans that the 
successful development of their na- 
tion does not depend on exports of 
raw materials but on shipments of 
processed goods made from those ma- 
terials creates a great opportunity tor 
American investment. 

There are some warning signs, how- 
ever. The Mexican govenment—eager 
though it is to attract foreign-backed 
business—wants investors ready to put 
money into industries that will in 
crease the flow of processed goods. 

This does not rule out mineral de- 
velopment. It simply means that the 
company that goes into extractive in- 
dustries must be willing to operate on 
a complementary basis, helping the 
Mexicans to increase their output of 
materials which will enable the coun- 
try to develop its own industrial fa- 
cilities. As long as the investment 
meets that standard there is little dan- 
ger of expropriation. 

There is one other problem for po- 
tential investors in Mexico since, on 
a peso basis, labor is not cheap. It 
would be hard to show a profit on a 
product for local consumption that 
required a large amount of man- 


hours to make. Products that are 
planned for sale at other than peso 
likely to do 
although 


well organized, it is verv cooperative. 


prices, however, are 


handsomely, and labor is 

The US Department of Commerce’s 
Office of International Trade appar- 
ently feels that—taking these problems 
into account—Mexico is “one of the 
most favorable areas” for foreign in- 
vestment in Latin America. The World 
Bank rates it among the top three or 


four nations south of the Rio Grande. 


Right to Profit 


The attitude of the government 
toward new investment and the right 
of investors to make a profit has been 
Recently the 
Secretary of the Treasury announced 


unequivocally — stated. 


that “we are convinced that capital 


disposed to collaborate in the work 
of our economic development should 
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be welcomed and given an opportunity 
to make legitimate profits.” Further, 
he went on to say that the government 
feels private industry in Mexico must 
stand on its own feet, but industries 
which increase production and rein 
vest earnings will be aided. 

When the industrial 
commerce in Mexico emphasized that 
the future of the nation depended on 
the processing of raw materials rather 


chambers of 


than exports of unprocessed minerals, 
etc., it gave Americans a chance to 
take part in this development, since 
most local sources admit that foreign 
capital as well as know-how is needed 
to achieve their goal. 

The examples of specific opportuni- 
ties are almost unlimited. In the heavy 
field, 


probably most wide-open for capital 


industry steel production _ is 
from abroad. Although new plants 
have been built, a great potential for 
new production remains. Because of 
this need—one that must be filled be- 
fore the lighter industries can expand 
as rapidly and economically as Mexi- 
cans would like—the government will 
no doubt be very receptive to foreign 
offers, according to financial observ- 
ers, since such development would cut 
down imports of steel, a prime aim in 


the drive to industrialization. 


Processing Industries 


At the other end of the industrial 
SC ale are the packaged, ready-mixed 
This 
used to prepare Mexico's basic food 
tortillas. Although there has already 
been considerable development, fu- 


cornmeal companies, meal is 


ture possibilities are tremendous. The 
fact that locally grown corn is plenti- 
ful favors investors in ready-mixed 
baking products and also creates an 
opportunity to produce cereals, syrups 
and oils—now imported. Such plans 
to increase domestic output would win 
government approval. 

There are, among others, two big 
additional fields favorable to American 
investors because of newly available 
processed materials. The first of these, 
sulphur—where development has near- 
ly eliminated the need for imports— 
opens the way for producing goods 
containing sulphur. The second big 
field is the manufacturing of products 


using polyester resins. Celanese is 
about to begin distributing the resins 
in Mexico and will run “pilot opera- 
tions” for industries that make every- 
thing from bolts to building material. 
This means that investors can set up 
in business at minimum expense for 
methods of production. 

On balance, opportunities for in- 
vestment in Mexico are here for the 
taking, and the government appre- 
ciates the need for a return on capi- 
tal. The major requirements are that 
the investor and his potential business 
make use of Mexico's resources in a 
way that will decrease exports of un- 
processed materials and increase the 
present production of processed goods, 
thereby improving the overall indus- 
trial facilities of the nation. 


How Naguib Goes 
After US Investors 


Carro, Ecypt 

To solve this country’s pressing 
economic problems, the Naguib gov- 
ernment is going all-out to attract 
foreign investors. For example, a re- 
vised mining law—recently put into ef- 
fect—appears to be directed right at 
American interests. 

This law permits foreign companies 
to exploit petroleum on an equal basis 
with Egyptian companies by paying 
royalties ranging from 15 to 25 per 
cent. The Southern California Petrol- 
eum Company was the first American 
oil company to move into Egypt under 
the new legislation. It is already drill- 
ing its first well and has asked _per- 
mission to explore for oil in 105 dif- 
ferent areas of the Egyptian deserts. 

To encourage investment in the ex- 
traction of other minerals in the 
deserts, the Mines and Quarries Ad- 
40,000 
Egyptian pounds for mineral surveys 


ministration has set aside 
and an experimental service in Mersa 
Alam, where tests of minerals will be 
made. Results of these tests will be 
available to the public and to mining 
companies. 

In addition to oil, deposits of cop- 
per, iron, gold, sulphur, granite and 
manganese are known to lie beneath 
the deserts, and local government and 
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banking circles believe that US cor- 
porations interested in developing 
these resources would get the same 
treatment as Southern California. 


“Incentive” Tax Law 


The investor in mining will also 
benefit from a new tax law which re- 
duces taxes as much as 50 per cent for 
companies formed, or expanded, in 
the fields of mining, industry, hotels, 
motive power and land reclamation. 

Repatriation of profits and capital 
has been made easier for investors in 
the same fields by another new law af- 
fecting foreign investment which per 
mits repatriation of profits up to 10 
per cent of the registered capital of 
the company. Profits in excess of 10 
per cent may be repatriated if the 
enterprise has earned the foreign cur 
rencies required. After five years capi- 
tal may be repatriated up to one- 
fifth of the registered capital per year. 

It is noteworthy that hotel compan- 
ies are included in the list of enter- 
prises eligible for these benefits. 
Egypt's tourist industry is expanding, 
but Cairo still suffers from the acute 
hotel shortage caused by the burning 
of most of its first-class hostelries in 
the riots of January 26, 1952. 

Plans are being pushed to rebuild 
historic Shepheard’s—a casualty of the 
riots—but more capital is needed in 
this venture and, according to the 
financial community here, American 
inquiry would be extremely welcome. 
Experts on tourism say Cario offers a 
rare opportunity for hotels aiming at 
the upper-middle-class market. 

Like most awakening nations, Egypt 
is eager to develop an iron and steel 
industry. Earlier this year the govern- 
ment called for international tenders 
to be submitted by the end of March. 
Several offers have come, mostly from 
German or French interests, but it is 
still not known if the government has 
found these acceptable. 

The Naguib regime wants to stimu- 
late sugar production and is offering 
large tracts of uncultivated land to 
companies that will grow sugar cane 
and beets. A new sugar refinery which 
will ultimately produce 100,000 tons 
yearly is planned. 
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The government also is interested 
in supporting the establishment of a 
paper factory, a silk factory, and in 
aiding companies willing to invest in 
jute production. Tenders have also 
been requested to finance the building 
of factories for motor tires, batteries, 
and spare parts. 


Good Labor Supply 


Egypt offers an enormous pool of 
cheap labor and a minimum of labor 
problems. Although the country is 
mainly agricultural at present, surveys 
show that half the farm workers could 
go into other occupations without re- 
ducing food production. This means 
that a huge source of potential indus- 
trial labor already exists, but skilled 
workers are rare. 

The overall 
foreign investment is Egypt's political 
instability. This is why General Naguib 


greatest deterrent to 


and company are trying so hard to 
reach an agreement with Great Britain 
on the Suez Canal Zone and thus clear 
the internal political decks. By settling 
their political problems they hope to 
usher in a period of economic stability 
and development in the Nile Valley. 


Belgium Offers 
Aid and Comfort 


Brusse_s, BELGIUM 

The lack of sufficient domestic capi- 
tal to meet the country’s need for in- 
dustrial development opens up op- 
portunities here for US investment. 
Further, regulations governing the re 
patriation of capital are purposely 
kept liberal in order to attract the 
wanted funds. 

Belgian bank credit will probably 
be easier for Americans to obtain next 
year than it has been in some time be- 
cause the government will not have to 
borrow so much from private banks. 

Meanwhile the Belgian 
although hit by a decline in import 
and export prices, still continues above 
the pre-Korean War level of activity, 
with purchasing power relatively good 


economy, 


and the country still prosperous. De- 
spite these cheerful aspects, the mood 
of businessmen here is deeply pessi- 


mistic, mainly because the outlook for 
exports, on which Belgian industry 
greatly depends, is not encouraging. 

There is no doubt that the invest- 
ment of American capital would 
greatly benefit some industries. Auto- 
assembly plants are a case in point. 
Here the effort 
to stimulate domestic employment, 


government, in an 


will ban imports of assembled cars 
after 1954. A much 
broader field was opened up this sum- 


September 


mer when Esso Standard (Belgium) 
started operating its new crude-oil 
refinery at Antwerp. The Prime Min 
ister has indicated that such a plant 
could be used to promote the petro- 
chemical industry. Because of this at 
titude, bankers here feel that the gov 
ernment is interested in giving foreign 
capital all possible aid and comfort 
to help develop an industry whose 
products could be used within the 
country. 


No Dollar Shortage 
As for traditional Bel- 


gian product—the financial commu- 
nity does not think that any further 


textiles—a 


expansion can be made except in 
synthetics. 

In addition to synthetic textiles on 
ly two industries—wool carpets and 
glass—are not worried about their mar- 
kets’ contracting in the near future 
despite their reliance on exports. 

While thev 


ports will decline, Belgian business- 


believe that most ex- 


men and bankers do not foresee a se- 
rious drop in sales to the US and thus 
do not anticipate a dollar deficit in 
the near future. To potential American 
investors this should mean that Bel- 
gian dollar exchange controls won't 
be tightened and that the government 
will still be in a position to allow the 
repatriation of US currency. 

The Belgian government is opposed 
to direct federal assistance to industry, 
but it realizes that something must 
be done about high production costs. 
These y from the 
rate at which inefficient machinery is 


result mainly slow 


condition which 


could be considerably eased by US 


being replaced—a 


capital and modern American equip- 


ment. The government is doing all 
it can to attract both. 
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Audit of World Trade 


Tariff Concessions 


Without Tears 


By Sumner H. Slichter 
Lamont University Professor, Harvard University 


NLESS the 

UJ United States 

is able to increase 

its imports substan- 

tially within the 

next several vears, 

our exports are al- 

most sure to drop 

by several billion dollars a year. 

Drastic reduction in US. tariff 
duties has been suggested as 
necessary to increase imports and 
preserve our export trade. Such a 
reduction on the one hand raises 
the hopes of those who foresee the 
unemployment that a several billion 
dollar decrease in exports would 
bring, and on the other makes many 
Americans fear the evil effects of 
unimpeded foreign competition on 
domestic industry. 

Both the hope and the fear are 
misguided. Efforts by the United 
States to preserve its export trade 
by encouraging imports through 
drastic tariff reduction would: (1) 
effect no immediate large increase 
in imports; and (2) result in a 
substantial growth of imports over 
a period of ten or fifteen years 
without significant dislocation of 
American industry. 


Imports of crude and 


manu- 
factured foodstuffs will probably 
not increase much faster than our 
population, although there are 
good possibilities of substantially 
raising imports of sugar, butter, 
cheese and fish. At present butter 
is under embargo. 

Our purchase of minerals and 
metals should grow considerably 
faster than either our population 
or national income because the 
amount of low-cost domestic out- 
put is limited. Imports of petroleum 


and petroleum 


products should 


continue to grow rapidly, es- 


pecially as the fast-expanding Pa- 
cific states are now a deficiency 
area. Our demand for minerals 
and metals, however, is limited 
(duties on metals are already low), 
so imports would not mount steep- 
ly even if tariffs were abolished. 

A large increase in US imports 
is thus possible only through rise of 
imports in finished manufactures. 
There are several reasons why such 
imports are not easy to expand 
quickly—and why, therefore, US 
firms would not see their home mar- 
kets wrenched away from them by 
foreign competitors in the event of 
a drastic tariff reduction. 

The most important obstacle to 
such imports is the superior ef- 
ficiency of most American indus- 
tries. A second is the remoteness 
of American markets from other 
major producing centers. Third, 
most European manufactures could 
enter the American market only 
on a scale so small that the unit 
costs of selling here through their 
own organizations would be pro- 
hibitively high, while representa- 
tives and agents often fail te pro- 
vide aggressive selling. 

For these reasons, a large in- 
crease in imports could not be ex- 
pected overnight from heavy cuts 
in duties on finished manufactures. 
Without a change in duties, such 
imports would probably grow at 
about the same rate as the gross na- 
tional product, or about 3.5 per 
cent annually. This would give an 
increase of some $70 million a 
year. Substantial slashes in duties 
might reduce the prices of imports 
of finished manufactures relative 
to the prices of competing Ameri- 
can-made goods by as much as 10 
per cent. This figure may be too 
high, domestic 


since producers 


would reduce their prices to meet 
foreign competition. 

Careful studies indicate that a 10 
per cent drop in the prices of 
foreign manufactured goods rela- 
tive to competing US goods might 
raise demand for them as much as 
25 per cent. This figure would ap- 
ply only to those manufactured 
goods which are dutiable—about $1 
billion worth a year. Hence, the 
rise would be $250 million a year 
in imports of finished manufactures. 

The rise in other imports result- 
ing mainly from the growth of our 
economy would probably be around 
$300 million, making the total in 
crease just over $600 million. 

This is a discouragingly low 
figure, indicating that even drastic 
cuts in duties will not enable us to 
buy enough to sustain the present 
volume of exports when substantial 
cuts are made in military and eco- 
nomic aid to other countries. The 
figure also indicates that the dislo- 
cating effect of drastic tariff reduc- 
tion on manufacturing 
would be negligible, 
since the rise in imports that can 


domestic 
industries 


be expected is only about one-quar- 
ter of one per cent of domestic 
factory output. 


ossiBLy the outlook for greater 
imports is not completely black. 
American demand for finished man- 


ufactures is growing at the rate of 
$3 billion to $4 billion a year. With 
substantially lower duties, foreign 
producers will have a better chance 
to share in the business of new 
products—chemicals, electronic ap- 
paratus, machinery. 

In the course of a decade or so 
the economy develops many new 
products. Demand for these articles 
grows several times faster than de- 
mand in genera] — in some cases 
many times faster. Low duties or 
the absence of duties give foreign 
sellers a good chance to compete 
in the most rapidly growing sec- 
tions of the market. Hence, in the 
course of ten or fifteen years, low 
duties can produce a substantial 
rise in imports—and without caus- 
ing any dislocation of US industry. 
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Two decades of aggression have made fear a way of life and caused... 
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By KURT BLOCH 


Ex-Associate Editor, Fortune magazine; now Associate Editor, Barron’s Weekly 


ESPITE a deep and vociferous interest in the sta- 
bility of the international economy, Americans 
have not really faced up to the true predicament of 
world finance. We have placed heavy stress on the 
return of our overseas allies to principles of sound 
fiscal management in the belief that this would help 
them to make their currencies freely convertible. 
Unfortunately, the best managed national treasury 
can't stop the flight of capital from its coffers because 
it is powerless to do much about the chronic fears en- 
gendered by the possibility of political earthquakes. 
It is the continued threat of war and its destruction 
that has weakened currencies in Europe in the last 
twenty years and caused capital to emigrate in search 
of a safer, more favorable climate. One result of the 
cold war has been the continuation of that flight. 

Americans would understand the situation better 
if they appreciated the fact that it is unreal to expect 
anyone to invest capital in a country whose existence 
is threatened by such irrational forces as war or 
revolution. 

Instead, our attempts to turn the one-way street 
on which capital has been moving since 1934 into a 
two-way thoroughfare have largely ignored the root 
cause—anxiety. 

We have been trying to restore the Victorian and 
Edwardian methods of capital movements when peace 
—the normal condition of that era which made such 
transactions possible—is missing. 

Back in the days when a two-way fiow did exist, 
men and money moved freely across the borders of 
the world; large-scale wars were so rare that they did 
not have to be taken into account. Bankers and busi- 
nessmen had confidence in the stability of their gov- 
ernments—an atmosphere distinctly different from our 
own. They dealt with one another knowing that each 
would be at his desk, not cowering in a bomb shelter, 
the next day. 

As late as the 1920s—when the Victorian climate 
had a brief revival—American, British, French, Dutch 
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and Swiss banks placed large amounts of money 
abroad on a short-term basis because the fear of war 
as we know it today was absent. 

Even when Americans try to fix a date for the col- 
lapse of international credit we go wrong, since we 
usually pick the events which came immediately after 
the twenties. We assume that the key events took 
place in 1931 when Austria and Germany reintroduced 
World War I exchange controls and Britain abandoned 
the gold standard. 

Yet the political turmoil of the next decade had a 
more momentous effect on world finance, for it was 
then that fear really began. The upheaval started with 
the seizure of power by the Nazis in Germany, and 
was soon followed by the near-revolution in France 
under the Front Populaire, Mussolini's Ethiopian war, 
the Spanish Civil War, and finally Munich, with its 
aftermath. 

The combination of these events was too much for 
Europe's financiers, who saw the threat of war grow- 
ing each month. Their fears resulted in a capital 
fight to the United States of unprecedented size— 
$10 billion or so. 


1£ confidence of Europe’s bankers never returned, 
for on the heels of World War II came the cold 
war. Still, there were signs in late 1945 that the world 
might pick up where it left off in the twenties. Hol- 
land, for example, was able to sell a publicly offered 
bond issue in the United States right after V-] Day. 
Soon, however, it became apparent that there could 
be no international capital market of any considerable 
size in a world that was being split into two armed 
camps. In fact, any one of the aggressions of the last six 
years would have been enough to shake international 
finance to its foundations even if by some miracle it 
had temporarily regained its pre-1914 confidence. 
In the circumstances it is hard to explain why Amer- 
icans continue to ignore the relationship between 
peace and commerce and insist on an impossible goal 
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DECLINE AND FALL OF MONEY continued 


WHY EUROPE HAS SHACKLED 


Free Currencies move confidently in normal periods... 
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uncontrolled exchange of currencies in a world still 
far from sure that wars are over “in our time.” 

The officials who met at Bretton Woods almost ten 
vears ago thought they had solved the problem of 
creating sound currencies in troubled times by dream- 
ing up a new concept of convertibility. 

Their scheme—under which the International Mone- 
tarv Fund must operate—prescribed free convertibility 
of currencies only when the deal paid for current com- 
mercial transactions, mainly the shipment of goods. 

Thus convertibility was not extended to non-recur- 
rent transactions; the movement of capital which 
could be used for productive investments might, un- 
der this concept, be legitimately blocked. 

The theory behind the plan was that nations with 
war-damaged industry needed only time to recoup, al- 
though in the interim they could not authorize big 
long-range capital commitments abroad. If current 
commercial transactions alone were made convertible. 
serious drain could be prevented and increases in pro- 
duction, coupled with sound fiscal management, might 
bring a return to complete convertibility. 

The fatal error was the plan’s failure to realize that 
capital movements are necessary to pay for current 
transactions because they provide the credit which 
makes the short-term deals possible. 

Further, the theory ignored the fact that if a coun- 
try is not in a position to permit long-term transac- 
tions, production losses and unbalanced budgets may 
not be the only reason. Fear of aggression and up- 
heaval will cause a flight of capital that no amount 


of theorizing—but only controls—will minimize. 
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$1.053 Billion 


Capital movements 1923-29 
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The Bretton Woods house of cards, never able to 
stand firm even within its own limited definition of 
convertibility, collapsed by the end of 1949. 

Fearful of the political and financial stability of 
their continent—which foreshadowed devaluation of 
their currencies—European importers tried to pur- 
chase as much as they could abroad and settle their 
bills for cash. For the same reason American importers 
deferred payment on their foreign purchases. 

The strain cut cruelly into Europe’s foreign ex- 
change receipts and increased its outlay for foreign 
exchange. Since there was no untapped source of credit 
available to tide the European exchequers over, de- 
valuation had to follow—providing a public demon- 
stration of capital flight from inconvertible currencies 
that are 

The crisis proved that what the men of Bretton 


“under the guns.” 


Woods tried to create, the convertibility of something 
they called “current international transactions,” just 
wouldn't be created. Under the proper conditions, one 
party to a “current transaction” waits as long as he can 
before fulfilling his end of the deal. The result is that 
“current transactions” become, in effect, indistinguish- 
able from non-recurrent transactions except in theory. 

All of which means that the credit backing the flow 
of world commerce (defined by Bretton Woods as “cur- 
rent transactions”) and the form of credit that bank- 
ers call capital movement (considered to be “non-re- 
current transactions” under the Bretton Woods Agree- 
ment) are really the same thing—money. And there 
is no way to change the natural flow of money, which 
will always move toward its safest harbor. 


World 
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... Dut fly to security in times of upheaval 
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$10 Billion 


Less than 
$250 Million 


The failure of the US-backed Bretton Woods Agree 
ment to stimulate a two-way flow of credit and capita 
is made even more obvious by the dearth of institu 
tions that could facilitate their movement. 


N THE absence of a climate of confidence only two of 

ficial international institutions do even a minor busi- 
ness in short-term funds: the Bank of Internation- 
al Settlements—used very little in recent years—and the 
European Payments Union, which operates a scheme 
of limited mutual credit between the central banks of 
its members. Most of its creditors feel they extended 
too much credit to the EPU, and if they were negoti- 
ating the plan today they would be less generous. 

The fact that EPU creditors receive adequate inter- 
est rates but still dislike granting credit within the 
Union reveals how low international confidence has 
fallen. It also shows that the first thing bankers want 
to know before they enter an international transaction 
is not the stated rate of return but the stability of the 
nation with which they are dealing. 

As far as long-term lending institutions are con- 
cerned, the World Bank—established at Bretton Woods 
as an instrument for long-term lending—now extends 
credit only to pay for capital goods moving in inter- 
national trade and not to equalize interest rates. 

The old, peacetime function of central banks was 
to use their rediscount rates to influence the inter- 
national flow of currency. A higher rate, while making 
credit more costly, favored credit expansion by draw- 
ing in foreign funds. A lower rate made credit cheaper 
and chased funds abroad. 
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Capital movements 1934-40 


WORLD Chart 


Textbooks claim that rediscount rates still have 
this effect on international capital movements. But 
today’s fears repel capital more strongly than high 
interest rates attract it, abrogating the old function of 
rediscount rates. Faced with this situation, the central 
banks introduced “selective controls” over credit in an 
attempt to make capital move where it was most need- 
ed. These controls, given the current ministry of fear, 
have been anything but a howling success. Moreover, 
by their very existence they have made it harder to re- 
vive the old pattern of international capital move- 
ments and credit. 

However, the situation does not have to last forever. 
Even now it seems that the cold war is losing some 
of its terrors as more and more people are encouraged 
about the possible co-existence of the Soviet empire 
and the free world—a view bolstered by the increas- 
ing strength of the non-Communist nations. 

If this belief becomes reality, the favorable effects 
on the free world’s commerce would be tremendous. 
The Soviet-directed cold war of mid-1948 to mid- 
1953 was designed in good part to keep the West un- 
nerved in order to prevent a return to an atmosphere 
which bankers and businessmen consider normal. If 
peaceful conditions return, they will bring with them 
a revival of the international flow of credit and capital. 
Then—and only then—can currencies become freely 
convertible. 

In the meantime no amount of fiscal legerdemain 
and exchange controls will do very much to alter a 
situation which is, after all, based on fear of death 


and destruction—against which all men seek protection. 
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Dear Merrill Lynch: 


Without obligation, please give 
me whatever information is avail- 
able about the following securities 
which— 


[] I now own (please give num- 
ber of shares), or which.. . 


[] Iam now considering buying 


I should like to have your recom- 
mendations for the investment of 


a 
[_] Safety of capital, or 
(] Dividends of 5%-6%, or 
[-] Increase in value 


. My objective is 


Name 

Address 

City & State 

Just fill in and mail to— 


Water A. SCHOLL 
Department W-1 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 105 Cities 
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Consultants 
WUsithout Fee 


STATISTICS OF NATIONAL INCOME AND 
EXPENDITURE (UN Statistical Papers, 
1953: Series H, No. 4; 60 cents*). 

In Peru—now trying to industrialize 
at a fast clip—total wages and salaries 
in 1951 were only a little less than the 
total income of unincorporated busi- 
nesses. On the other hand, in Canada, 
an already industrialized country, the 
wage figure is about three times as 
much as the unincorporated income. 
That's the kind of analysis you can 
make with this tabulation of national 
and per capita income in more than 70 
nations which lists gross capital forma- 
tion and spending on an annual basis 
for goods and services. 


| THe NATIONAL INCOME OF THE PHIL- 


Its Distrisution (UN 
Sales Number: 1953, II. H. 53: 40 


cents® ). 


IPPINES AND 


A good example of the UN reports 
on specific countries. This one surveys 
Philippine national income—industrial, 
personal and governmental—and it 
should prove invaluable to potential 
investors who have come under the 
spell of the Filipinos’ vigorous appeal 
for new capital. The report was pre- 
sented to the government as a basis 
for long-range policy and planning. 

Specifically, it details 1951 statis- 
tics and reveals that government and 
personal income totaled the same: 7.6 
billion pesos ($3.8 billion); and that 
the gross national product stood at 
8.4 billion pesos. Goods and services 
actually available for consumption had 
a greater value than the gross national 
product because of borrowing from 
abroad and, in particular, US aid. 
Biack Market YEARBOOK (Pick’s 
World Currency Reports, 75 West 
Street, New York; $25). 

Although Britain may have to play 
second fiddle in many fields she once 
led, her currency has the dubious dis- 
tinction of being most often trans- 
ferred illegally from one country to 
another. The 1953 edition of what is 
becoming a standard work reveals 
that there are no fewer than 69 types 
of pounds sterling and that, in volume, 
it is the most frequently traded on the 
black market. Incidentally, the French 


franc ranks second. The Yearbook is 
a handy aid for anyone trading abroad, 
but of course needs constant revision. 


RESTRICTIVE BusiINEss PRACTICES: An- 
nex C (UN Publication, Economic and 
Social Council, 16th Session, Supple- 
ment No. 11B; $2.50°). 

This useful addition to a more 
general report by Ecosoc contains the 
texts of national legislation that re- 
stricts the operations of foreign com- 
panies. It covers 60 nations, but since 
some of them did not cooperate with 
the Secretariat, the report is incom- 
plete, although it’s the best compila- 
tion available in short form. 

To take a single example (one that 
should give Americans an understand- 
ing of the material included on other 
nations): In dealing with US govern- 
mental restrictive business practices, 
the study includes the text of such 
laws as the Sherman and Clayton Anti- 
trust Acts, the Federal Trade Commis- 
tion Act, the Robinson-Patman Act 
and the Tariff Act of 1930. 


MosILIzATION OF Domestic CAPITAL 
(UN Sales Number: 1953, II. F. 4; 
$2.50° ). 

A report by the Second Working 
Party of Experts of the Economic 
Commission for Asia and the Far East 
investigating the mobilization of do- 
mestic capital and the status of in- 
dustrial and agricultural finance and 
development corporations. _ It 
much useful information on Asiatic 
and Far Eastern countries which can- 


has 


not be easily obtained anywhere else 
and contains practical suggestions for 
potential investors in the area. 

The Working Party thinks that the 
climate for private investment has im- 
proved in the area in recent years, 
but discourages nonessential private 
investment. The survey gives details 
of many governmental plans aimed at 
attracting private capital — among 
them, tax concessions, liberal depreci- 
ation allowances, exemption from cer- 
tain tariffs, etc. It notes a lack of 
local planning for investment and a 
shortage of experienced entrepreneurs. 





*A United Nations Publication. Ad- 
dress: DPI, United Nations, New York, 
i Be 
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The Impatient 


Man on Ike's Team 





OLDOVERS from the Truman ad- 
H ministration are rarities in Eisen- 
hower Era Washington; Samuel Wag- 
ner Anderson was not only asked to 
remain in government but promoted 
to “Little Cabinet” rank as Assistant 
Secretary of Commerce. To surprised 
friends he explained: “I always was a 
Republican.” 

A great many of his party col- 
leagues in Congress would probably 
challenge his claim to good standing 
in the GOP faith. Anderson’s kind of 
Republicanism is distinguished for its 
idealism, but critics would find it hard 
to hang the do-gooder label on him. 
He is a tough-minded businessman 
who has met a lot of payrolls and 
there is nothing dreamy-eyed about 
his energetic campaign to make sense 
out of American foreign trade policies. 

Liberalization of America’s foreign 
economic policy is probably President 
Eisenhower's hottest potato, and he 
has tried to cool it by appointing less 
than ardent free traders to the Cabinet 
and by creating study commissions 
to reconcile extremist views. 

The wisdom of the President’s 
course become clearer in the 
next few months. But if a sane and 
modern ' finally adopted, 
much of the credit will have to go to 
Sam Anderson, a man who makes his 
liberal views very plain indeed and 
who reaches important decisions with 
amazing speed. 

Anderson’s job—to run the Bureau 
of Foreign Commerce that has re- 
placed the old Office of International 
Trade, administer export controls and 
serve as chief consultant to the White 
House on foreign economic policy— 
puts him in a position to make his 
weight felt. It wasn’t long after his 
appointment last January that he used 
it to good advantage. 

The six-man Tariff Commission had 
reached a deadlock on a proposal to 
increase the duty on briar pipe im- 
ports, and the President was called on 
to break the tie. Recognizing the 


may 


policy is 
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precedent-setting importance of this 
initial action by Eisenhower, high 
tariff advocates applied intense pres- 
sure on the White House. For a while 
it looked as if they would win. 

The protectionist lobby had not 
reckoned with Anderson. Acting for 
the Commerce Department, he pre- 
pared a report and recommendations 
for the President in double time (a 
typical Anderson trait), basing it on 
a wealth of background experience, 
consultations with everyone in gov- 
ernment concerned with such ques- 
tions, and brilliant staff work. His lib- 
eral recommendations were followed 
in substance: the President sent the 
problem back to the Commission for 
further deliberation without ordering 
a rise in duty. 


Wi President Eisenhower de- 
cided to throw the entire ques- 
tion of future US foreign trade policy 
into the lap of a study commission 
(headed by Clarence E. Randall), An- 
derson knew that the commission 
would give free trade a chance only if 
it was objective and well organized. 
He formulated plans regarding its 
composition and method of operation, 
made excellent recommendations 
about the professional staff of the com- 
mission, and suggested liberal men to 
fill the seven seats on the commission 
held by “private citizens.” 

Not content with this, Anderson is 
drawing up recommendations to be 
made to the commission which he 
hopes will be included in its report 
to the White House, due next March. 

Sam 


Anderson is battling for a 


rational foreign economic policy 
more directly as the head of a cabinet 
ad hoc committee which includes As- 
sistant Treasury Secretary Andrew N. 
Overby, Assistant Secretary of State 
Samuel C. Waugh and Deputy Di- 
rector of the Foreign Operations Ad- 
ministration William McNear Rand. 

The committee’s responsibilities are 
profound. It is working out a tariff 


Men at Work 





advance the 
“Trade, Not Aid” position of the 
Eisenhower administration, and is at- 
tempting to discover how private US 
capital can be encouraged to go abroad 
—encouragement that Anderson knows 
will be vitally important when the 
Foreign Operations Administration is 
liquidated. 

Fifty-five-vear-old Samuel Wagner 
Anderson has a lifelong habit of taking 
the front seat. At Harvard graduate 


schedule which would 


school in the early twenties he co- 
founded the Harvard Business Review, 
won honors in his study of finance and 
graduated at the top of his class. 
After a brilliant career in business—he 
became a bright light in the invest- 
ment banking firm of Lehman Brothers 
—Anderson was called to Washington 
by President Truman. He served in 
the Economic Cooperation Adminis- 


tration and the Office of Defense 
Mobilization. 
In view of Commerce Secretary 


Weeks’s 
reciprocal trade agreements (uttered 
in pre-Inaugural times ) 


Sinclair abomination of 
there has 
been some speculation about how long 
Anderson, the down-with-the-barriers 
man of action, would stay in his new 
spot. He is believed to have left the 
Economic Cooperation Administration 
because one of its top officials hesi- 
tated to make big decisions and let 
opportunities go by default. But An- 
derson is so completely convinced of 
the immensity of the problem he has 
tackled that he probably will not let 
procrastination on the part of his su- 
periors deter him. Speaking recently 
of the battle over US foreign economic 
policy, he remarked, “I suspect this 
. .. will be one of the great and signifi- 
cant debates in our whole history.” 

—Epwarp J. MICHELSON 
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The Economics of 
International Air Freight 





HIPs and shoes and sealing wax 
S and cabbages and kings—once 
limited to traveling abroad on water 
are now taking to the air. 

Perhaps the most remarkable ex 
ample of the meaning of international 
air freight is the fact that the first part 
of that altered true—that 
ships, or major parts of them, do 
actually travel by air. For proof take 


quote is 


the case of a steamship line that flew 
a 16,000-pound shaft to a freighter 
stranded in Naples. It must have been 
a bitter pill for the steamship execu 
tives to swallow, but it would have 
been a lot less pleasant to keep on 
paying out the $5,500 in wages and 
them 
every day the freighter was unable 


to move. 


fixed expenses it was costing 


The cold statistics on air freight are 
another impressive wav of showing 
19i9 to 


ton-miles of 


its new importance. From 
1945 only 100 million 
freight were flown overseas. But in 
the seven-vear postwar 
1945 through 1952, a 


billion ton-miles were chalked up. 


stretch from 


massive 1.25 


The reason behind this increase is 
the fact that the economic blessings 
of the international division of labor 
are extended far more by air freight 
than by surface transportation 

There are many examples of ship- 
pers who are utilizing the special ad 


vantages offered by air freight 


1. Less Packing — Less Weight: A 


1%s-ton offset press was flown from 
Stockholm to New York lashed to a 
steel plate eliminating — the usual 


bulky, heavy crating; regular $6.50 
dresses were air-freighted from Brus- 
sels to New York on store racks -do- 
ing away with heavy boxes and mak 
ing it unnecessary to re-press the 
dresses on arrival. 

Many exporters find that packing 
costs for transatlantic surface travel 
averages 40 cents a cubic foot, twice 
as high as air freight. Less packing 
means less weight, lower costs for crat- 
ing materials, and a saving in charges 
for packing and unpacking. 
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“Deliveries are of 


2. Overnight Delivery: Many de- 
partment stores in the Caribbean and 
Central carry 


medium-priced US dresses before air 


America couldn't 
freight because of the long delivery 
time. Stores had to buy a full stock or 
none. Now, they just stock samples 
and can guarantee 36-hour delivery to 
This 


low and enables them to promote a 


customers. keeps inventories 
varietv of items. 

Stanley Marcus, of Dallas’ famous 
Nieman-Marcus, 
blessings of sky freight in a hurry in 
1946, when a 


learned about the 
December fire ruined 
most of his Christmas inventory. Re- 
placements were flown in within two 
weeks. Since then he’s found that air 
freight is more than just an emergency 
measure. In a speech to British manu- 
facturers hungry for US sales, he said, 
paramount im- 
portance. Give the shortest possible 
delivery date, service reorders by air, 
and make it easy as well as profitable 
for an American store to do business 


with vou.” 


3. Opens New Markets: “I work 
for a Wisconsin firm that produces 
salesman told me on an 
SAS plane en route to Bangkok a few 
months ago, “and we're looking hard 
at the international market. We bid on 


an Egyptian Army contract, a big one 


trucks,” a 


for 6.000 pound trucks. Thev wanted 


to test one of our vehicles in Cairo 
by a certain date, so we flew a model 
there on a chartered: plane. We got a 


contract for 600 trucks.” 


4. Faster Turnover: A 
New $10,000 


capital wanted to develop his imports 


Capital 


Yorker who had only 


of angora sweaters through his con- 
tacts in Italy. He worked up a healthy 
business by using air freight, since it 
reduced his need for capital by allow- 
ing him to turn it over every four days 
instead of every sixteen. Higher sky 
cargo rates reduced his profit per ship- 
ment, but he closed four times as many 
deals and made $3,200 in the same 
time it used to take him to earn $1000. 


5. Less Damage and Loss: Cigar- 
ette wholesalers report that they are 
flying tons of their product to Latin 
America each week out of Miami and 
New Orleans. Their pilferage and 
damage rate is much lower because 
the cargo requires less handling. A 
survey of 1952 insurance figures shows 
that net claims paid by scheduled US 
air carriers was three-fourths of a cent 
per dollar of air-freight revenue. 
Philippine Air Lines has handled 10,- 
000 consecutive shipments without a 
freight claim and Pan American has 
found the insurance fee on a Chicago- 
Havana shipment of adding machines 
was $4.32 when it would have been 
$31.77 by surface freight. 

Insurance rates for sky shipments 
are 50 to 80 per cent cheaper, and 
well-trained loaders, working with 
modern equipment, seem to do a bet- 
ter job than the racket-ridden long- 
shoremen. 


6. Travel 


businessmen 


Many 
may not use air 
freight very often to ship their goods 


of Personnel: 
who 


find that passenger planes are plaving 
an increasing role in their operations. 

“We might send spare parts to our 
overseas bottling plants,” a dis- 
tinguished-looking Schweppes repre- 
sentative told me in Rome last vear, 
“but more important is the fact that 
swift transportation lets me visit our 
agents frequently to keep in touch 
with markets. I've just been out to 
Tokyo and stopped off in nine coun- 
tries in three weeks. I go to the Far 
East every year now. Quite impossible 
before, without fast, reliable airlines.” 


7. Big Items—Small Items: The 
Port of New York Authority has noted 
steady -not just emergency—shipments 
of auto parts, radios, refrigerators, ny- 
lon stockings, typewriters, newspapers, 
drugs, and office equipment on out- 
flights. Seaboard & Western 
Airlines, an all-cargo carrier, recently 


bound 


reported a regular flow of wearing ap- 
parel, furs, electrical equipment, air- 
craft parts, and optical goods abroad. 
British 
profitable to make deliveries to the 
Continent by air. 

These facts mean that in 1953—the 


auto manufacturers find it 


fiftieth anniversary of powered flight— 
air freight is not just a dream for the 
future. This dynamic new industry 
has already won itself a place as a 
tool of world commerce. 


—WaLrter H. WaceER 
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Fine IN THE AsHes: Europe IN Moip- 
Century, by Theodore H. White. Wil- 
liam Sloane Associates, New York; 405 
pp., $5. 


Tue Captive Mino, by Czeslaw Milosz. 
Knopf, New York; 251 pp-, $3.50. 


Tue Wortp Between THE Wars, by 
Quincy Howe. Simon & Schuster, New 
York; 784 pp., illustrated, $7.50. 


Tue Furure or tHE West, by J. G. de 
Beus. Harper & Brothers, New York; 
178 pp-. $2.75. 


Tue Temper oF WesTerRN Europe, by 
Crane Brinton. Harvard University Press; 
118 pp., $2.50. 





Reviewed By 


Geoffrey Bruun 


Theodore White, 
Europe which is 


“comes to a 


oe American traveler,” declares 
more foreign to 
Americans today than it has ever been 
in all our history.” This is a startling 
White 


were less of an authority, or stood 


pronouncement, and if Mr. 


alone in his opinion, his statement 
might be dismissed as a paradox. But 
the other four books discussed here, 
all recent publications, support the 
same conclusion in their varying fash- 
ion. Evidence piles up daily to prove 
that we are out of touch with Euro- 
pean realities. Our pessimistic post- 
war impression that Europe is ex 
hausted has turned out to be invalid. 

The time has come to ask ourselves 
some searching questions. Why did 
we underrate Europe’s vitality? Why 
are we still reluctant to accept the 
hopeful statistics that have been avail 
able for several years? Why did we 
base our predictions on the short in- 
stead of the long view and ignore the 
lessons of history? Why did we listen 
so credulously to the “prophets of 
doom” and their doleful refrain on 
“the passing of the European Age”? 

It would seem that we have jumped 
to some hasty conclusions. Perhaps, 


December 1953 


| 
= 

& 
® 
—_ 

* 

« 





Books Are News 


Sell Europe Short! 


Beneath the Continent’s tranquil charm: a vigorous heart 


indeed, we have been rather “enjoy 
ing” Europe’s poor health as one 
sometimes maliciously enjoys the mis 
fortunes of people one formerly en 
vied. In any case, it does look as if 
our secret gratification had betrayed 
us into exaggerating the patient's de- 
crepitude. 

We might urge in our defense that 
the prev ailing climate of opinion has 
favored a pessimistic verdict. Ever 
since World War I, philosophers of his- 
tory—Spengler, Toynbee, Sorokin and 
others—have played ingenious varia- 
tions on a single theme, the “decline of 


the West.” Europe, they assured us, 


was in for “a time of troubles.” The 
Europeans’ former vigor and resource 
fulness has been paralyzed by their 
loss of nerve. Just why they should 
lose faith in themselves when their 
unprecedented civilization was still ad 
vancing, and why we should be sc 
ready to regard Europe as finished 
will doubtless puzzle future historians 
They may well decide to dub our time 
Or if, 
like sociologists, they coin epithets, 
they may call us “the generation of 


“the era of disma! delusions.” 


prelinquishers.” 
But what motivates this “prelin 
quishment”? What inspires the proph 








Books Are News 


ets of doom? And why, in America, 
are so many people eager to believe 
them? These are difficult questions, 
but they are questions that the five 
books under review here all pose ex- 
plicitly or implicitly. They are ques- 
tions, moreover, that a great many 
Americans are likely to ask when they 
pause to reexamine the postulates of 
their postwar policies. 


One fact that will emerge from such 
self-appraisal is that while the spec- 
trum of postwar opinion contained all 
the conventional intel- 
lectuals showed an abnormal prefer- 
ence for the “blues.” Czeslaw Milosz, 
in The Captive Mind, tries to explain 
the baleful fascination of that indigo 
fringe. His disturbing book analyzes 
the predicament of Polish intellectuals 
like himself who faced the grim dilem- 
ma of accepting the “official theory of 
art imposed by Moscow” or fleeing 
to the West. He escaped; but he was 
an exception. The majority remained, 
and the compromises they found it 
possible to accept make the flesh 
creep. 

Milosz’s book is advertised as “an 
urgent message to the West on the 
Communist mentality.” Such indeed 
it is; but the light it throws on one 
type of intellectualist mentality is 
equally significant. For Milosz makes 
it clear that “the intellectuals of the 

East look to the West for something,” 
but unhappily “they rarely find that 
something.” What they crave is the 
one thing the ‘ ‘open society” cannot 
offer them: an alternative orthodoxy 
as absolute and authoritarian as com- 
munism., 


shades, the 


It is a current American illusion 
that anyone who has endured commu- 
nism welcomes freedom. But the dis- 
quieting truth is that there are a great 
many apostles of the absolute in Eu- 
rope, on both sides of the 
tain, and we should recognize this 
fact before we undertake to “liberate” 
and “liberalize” them 

That intellectuals may be foes of 
liberty is of course nothing new. Near- 
ly thirty years ago Julien Benda pro- 
claimed in his Treason of the Intel- 
lectuals that many conte mporary 
thinkers had forfeited their right to 
speak for the conscience of mankind. 
Rather than defend unpopular truths, 
rather than endure the agony of a 
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suspended judgment, they were yield- 
ing to the seductions of cynicism, 
sentimentalism and dogmatism. Since 
Benda wrote, the flight of Italian and 
German professional men to totali- 
tarian standards has gone far to sup- 
port his indictment. The twentieth- 
century intellectual has succumbed to 
“isms” as readily as the twentieth- 
century proletarian. 

It would be comforting to assume 
that in the United States our writers 
and commentators have escaped the 
malady of “isms.” Yet if Europe is a 
test, the evidence seems to suggest 
that they have been guilty of an ex- 
cessive pessimism. Since 1945 the im- 
pression of Europe that millions of 
Americans have come to accept is 
that of an old, tired, almost senile so- 
ciety, with little hope and less initia- 
tive, a bankrupt society dependent on 
our leadership and our bounty. 

Even in 1945 the basic facts did not 
warrant such a gloomy interpretation. 
Our impression of postwar Europe has 
apparently been based on ex parte 
testimony, or at least on testimony that 
was not strictly objective. Did our 
couriers misread the facts? Did they 
feel constrained to honor our illusions? 
Did we ignore and reject those who 
tried to tell us truths we were un- 
willing to believe? 

If the American public has formed 
an erroneous impression of European 
conditions, has our government also 
erred on the gloomy side? Mr. White 
does not hesitate to say that the ef- 
ficiency of our foreign intelligence has 
declined sharply as Congressional in- 
vestigations multiplied. No doubt he 
is unduly harsh when he asserts that 
intimidation has transformed our dip- 
lomatie corps into “a Foreign Service 
of eunuchs,” but is the charge entire- 
ly without foundation? Flogging mes- 
sengers who tell unpalatable truths is 
an ancient custom, but no one has 
ever proved that it increases the ac- 
curacy of their reports. 


We live today in a world of such 
strong political pressures that no critic 
of current affairs can remain wholly 
immune to their warping influence. 
Nor can he remain immune to the pre- 
vailing philosophy of history, whether 
he accepts or repudiates it. Through- 
out Western civilization the faith in 
progress that flowered in the nine- 
teenth century has been superseded 
by the dark conviction that all civili- 
zations decline and die, and the at- 


tendant fear that ours may now be 
dying. That this philosophy can color 
the judgments of the sanest and most 
scrupulous observers is evident from 
a reading of Quincy Howe's History of 
Our Own Time. 

No one who has followed Mr. 
Howe’s broadcasts can doubt his sin- 
cerity and integrity. He is dedicated 
by temperament and training to hu- 
mane and democratic ideals and is de- 
servedly honored as one of our most 
deeply informed and scholarly com- 
mentators on contemporary affairs. 
His magisterial history will remain one 
of the most complete, detailed and 
exact accounts of the world since 
1900 available in our day. If it “dates” 
after a few years the fault will not 
lie in the facts, which are accurate, nor 
in the style, which is superb. The 
fault will lie in the mood, the evalua- 
tion of our age that is implicit in his 
judgments. 

In his opening volume Mr. Howe 
described the first eighteen years of 
this century as “The World We Lost.” 
The present book discusses the twen- 
tv vears from 1918 to 1938 as “The 
World We Sought” but did not find, 
a tragic period of lost opportunities. 
Possibly his third volume will strike a 
less somber note. But he gave no in- 
dication of this when he paused at 
the year 1938. Though he is chron- 
icling the most amazing advances and 
discoveries in human history, he sees 
the society that is achieving them as 
“that civilization laid waste, that pow- 
er laid low.” 

e 


This nostalgic, this elegiac note has 
become so habitual with many critics 
of the contemporary scene, especially 
the European scene, that we accept 
the verdict that Europe is in decline 
as self-evident. It is not self-evident, 
and the fact that the three writers 
who remain to be discussed reject 
this verdict gives their books a special 
significance. They are, one dares to 
hope, the vanguard of tomorrow, the 
heralds of a more just and happier in- 
terpretation of our age. 

In The Future of the West, J. G. 
de Beus takes Spengler, Toynbee and 
their kin and exposes the inadequate 
foundations on which they rest their 
arguments for the “decline of the 
West.” The author, who is Minister at 
the Netherlands Embassy in Wash- 
ington, writes with calm detachment, 
and the reasons he advances for 
doubting that Western civilization is 
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in decline work like a_ liberating 
charm. Here, one feels convinced, is 
the common sense of the matter, and 
the prophets of doom lose their power 
to chill the blood. 

Crane Brinton, in The Temper of 
Western Europe, surveys the condition 
of Europe on a less philosophical level. 
Like thousands of Americans newly 
returned from abroad, he reports his 
impressions, and as he is an observant 
traveler with a profound understand- 
ing of Europe’s past, his observations 
are dependable and interesting. He 
did not find the Western European 
peoples exhausted or devitalized; on 
the contrary he found numerous signs 
of their energy and prosperity. The 
streets are jammed with cars, the 
shops loaded with goods, the people 
eat well, the children look happy. In 
a word, the prevalent American con- 
ception of Europe as ailing and im- 
poverished runs counter to the facts. 

In Fire in the Ashes Theodore 
White tells the same story, but he 
tells it more emphatically and in great- 
er detail. There is no space here to 
analyze his singular gift for bringing 
a whole nation, a whole continent to 
life, making its problems comprehen- 
sible and vital, its people individual 
and convincing. All who read Thun- 
der out of China know Mr. White's 
reportorial talents. If any single book 
or writer can modify our current il- 
lusions about the “decadence” of Eu- 
rope, Mr. White is that writer and 
Fire in the Ashes is that book. 

Today the peoples of Western Eu- 
rope as a whole have more material 
comforts, a higher standard of living, 
better health and a longer life ex- 
pectancy than they have ever en- 
joved before. Their economic recovery 
in the last four years has been (for 
once the word is justified) phenom- 
enal. This recovery was stimulated 
by the $34 billion the United States 
has poured into Europe since the 
war, but it could never have been ef- 
fected without the fundamental vi- 
tality of the Europeans themselves. 
The time has come for us to see Eu- 
rope as it is, to judge it calmly and 
objectively, and without delusions. 





About the Author: Geoffrey Bruun, 
historian and critic, is the author of 
The Enlightened Despots, Europe 
in Evolution and other works on 
European history. He is a frequent 
contributor to American and European 
historical and critical publications. 
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Hitler’s Secret Conversations. Intro- 
duction by H. R. Trevor-Roper. Far- 
rar, Straus & Young, New York; 597 
pp., $6.50. 

thand accounts of Hitler’s eve- 
ning monologues and conversations 
from 1941 through 1944, disappoint- 
ingly silent on wartime events but a 
fascinating revelation of his mental 
grotesqueries. 


World Power in the Balance, by 
Tibor Mende. Noonday Press, New 
York; 189 pp., $3. 

The state of the world—its immediate 
past and its prospects—brought into 
brilliant perspective by well-docu- 
mented, nonpartisan interpretation of 
world trends in the last hundred years. 


The Dynamies of Soviet Society, by 
W. W. Rostow. Norton, New York; 
282 pp., $3.95. 

An up-to-the-minute analysis of the 
evolution of Soviet rule and of the 
cohesive forces, instabilities and ten- 
sions in contemporary Soviet society. 
From M.I.T.’s Center for Internation- 
al Studies. 


A History of Christianity, by Ken- 
neth Scott Latourette. Harper, New 
York; 1,526 pp., $9.50. 

This massive study of Christianity 
covers the whole world and all human 
history—quite a trick, but pulled off 
in fine style by Yale’s famed _profes- 
sor emeritus. 


European Communism, by Franz 
Borkenau. Harper, New York; 564 
pp., 36. 

Outstanding in its field is this au- 
thoritative story of Communist policy 
in Western Europe from 1934 through 
1945. By a former member of the 
German Communist party. 


Seven Fallen Pillars, by Jon Kimiche. 
Praeger, New York; 439 pp-s $4.50. 
A _ provocative report on the events 
aad personalities in the Middle East 
from 1945 to 1952 by Reuters’ roving 
correspondent. Very hard on his Brit- 
ish compatriots. 


Americans Are Alone in the World, 
by Luigi Barzini, Jr. Random House, 
New York; 209 pp., $2.50. 

An amiable interpretation of American 
life by an Italian journalist, half travel 
book, half rumination. A bit soured by 
the author’s assumption that altruistic 
political decisions are impossible. 


The Rennaissance, by Will Durant. 
Simon & Schuster, New York; 776 
pp., $7.50. 

In 1963, when Durant will be 78, 
he will have completed his great seven 
volume Story of Civilization, of which 
this fifth volume is an illuminating 
section. 


Struggle for Africa, by Vernon Bart- 
lett. Praeger, New York; 246 pp., 
$3.95. 

The most readable if not the most 
searching survey of the continent's 
economic, political, social and cul- 
tural problems to appear this year. 


Christian Realism and Political 
Problems, by Reinhold Niebuhr. 
Scribner's, New York; 203 pp., $3. 

Eleven essays (10 previously pub- 
lished) on the thesis that political 
analysis without Christian faith swings 
between nihilism and sentimentality. 


The Age of Suspicion, by James A. 
Wechsler. Random House; 333 pp., 
$3.75. 

The political autobiography of the 
editor of the New York Post whose 
masterly testimony before McCarthy’s 
committee made one of the year’s 
more gratifying news stories. 


Level Sunlight, by Maurice Samuel. 
Knopf, New York; 305 pp., $4. 

A sensitive, beautifully written book 
on the birth of Israel, its present state 
and its prospects. 


The Inward Journey, by Doris Peel. 
Houghton-Mifflin, Boston; 241 pp., $3. 
The author, an American novelist 
and correspondent, reports with great 
perception on her travels in Germany, 
including East Berlin. 


From the 
University Presses 


The Refugee in the Post-War World, 
by Jacques Vernant. Yale; 827 pp., $6. 
The first comprehensive study of to- 
day’s international refugee problems, 
problems which are becoming a per- 
manent feature of the world situation. 


Germany: Key to the Peace, by 
James P. Warburg. Harvard; 344 pp., 
$4.75. 

A compelling indictment of American 
policy in rearming Western Germany, 
balanced by detailed proposals for a 
reunited, demilitarized, neutral Ger- 
many. An important work. 


Oil in the Soviet Union, by Heinrich 
Hassman. Translated by Alfred Lees- 
ton. Princeton; 173 pp., $3.75. 

With petroleum a war munition of 
decisive importance today, this au- 
thoritative study provides a valuable 
gauge of the Soviet power potential. 


Foundations of the World Repub- 
lic, by Giuseppe Antonio Borgese. 
Chicago; 328 pp., $6.50. 

A curious melange of argument, 
prophecy, analysis and poetic insight, 
this unconventional book by the late 
Italian professor asserts that world 
government is inevitable. 
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Sideshow 


How to Make Friends: [n East 
many last month the 


Ger- 
So- 


viet-German Friendship was ordered 


Society for 
by the Socialist Unity (Communist) 
party to bring in 500,000 new mem- 
bers. The bustling membership com- 
mittee (including Prime Minister Otto 
Grotewohl, Party Secretary Walter U1- 


bricht, and others) immediately or- 
ganized nationwide goodwill drives, 
advising prospective “friends” to join 


up or else. Among other inducements: 


staying out of jail, since anyone “sabo- 
taging” the would be 


over to the Volkspolizei. 


drive handed 


Christ Underseas: /n San Fruttuoso, on 
the Italian city fathers ap- 
proved plans for a memorial to under- 
water fishermen drowned in the line 
of sport or duty. The memorial: a ten- 
foot statue of Christ, sixty feet down 
in the crystal clear sea. 


Riviera, 


Medal of Honor: In Ethiopia, Emperor 
Haile 
oration: the 
delity. j 
years of faithfulness for 
Knights, Officers. So 
far, five men have received the decora- 


dec- 
Fi- 


twenty-five 


announced a 
Order of 
Qualificat ions 


Selassie new 

Conjugal 
are 
marital 


forty years for 


tion, among them the Emperor him- 
self. 
Trial by Farouk: In The Hague, the 


Netherlands Association of Neu spaper 
Photographers came up with a rugged 
assignment for new candidates for 
membership. Dressing up two men as 
ex-King Farouk of Egypt and his sec- 
retary, they put the neophytes on their 
trail with orders to document the 
night life. The would-be lens- 


men tracked their quarry to a restau- 


“royal” 


rant, found “Farouk” ferocious: among 
other things, he upended a bowl of 
spaghetti over one incautious candi- 
date’s head. 


Business Is Business: In 
Nazi Germany's last-ditch at- 
tempt to avoid total defeat in World 
War II drained out in blood and snow, 
hawkers are doing a brisk business in 
souvenir wallets adorned with a pic- 
ture of a US Sherman tank. Stamped 
on the back is a familiar slogan: Made 
in Germany. 


Bastogne, 
where 
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Three Kings From the East 


(Continued from page 29) 
glimpses of a round, lined, cheerful 
face and a stumpy figure clad in the 
Laotian’s baggy silken pantaloons. 

Sisavang re. has reigned for so 
long that he His son, 
Crown Prince resthaey who is already 
past forty, looks like the perfect West- 
ern 


a tradition. 


» » aya vt rk ae 
gentleman. Prince Savang has 


for his 
He hopes to make Luang- 


wonderful projects in mind 
country. 
international 


world-famed for its 


Prabang an resort, 


art treasures, 
palaces and native entertainment. He 
believes Laos can become a major pro- 
breaking the virtual 
The Mekong 
teems with huge fish with eggs almost 


ducer of caviar, 
monopoly of Russia. 


identical to those of the sturgeon. 


Ts Laos and its people the war with 


the Vietminh was a distant struggle 
which concerned them little until last 
spring, when suddenly they were in- 
the 


country 


world over 
the latest 
It was in those 


Headlines 
this little 


victim of aggression. 


vaded. 
called 
tragic davs, when Vietminh divisions 
were advancing toward the capital and 
the airlift was bringing in French sol- 
diers and artillery for a desperate de- 
fense, that Sisavang Vong became a 
hero to his people. 

Crippled by rheumatism, he lay in 
the hill of 
Pu-Sy on which the Buddha left his 
footprint. His government begged him 
to leave the 


gently 


his palace, facing sacred 


The French, too, 
him to seek 
But Sisavang Vong declared he would 
the fate of 
his people in the city of his ancestors. 
With a sublime faith that the enemy 
would be repelled, he stayed 


city. ur- 


advised refuge. 


not move; he would share 


’ bed. 

His serenity communicated itself to 
the population. There was no panic 
in Luang-Prabang, though daily the 
enemy, virtually unopposed, came 
closer. A prophecy of the Blind Priest, 
the capital’s most famous soothsayer, 
circulated in the the enemy 
would advance to within fifteen miles 
of Luang-Prabang, and then fall back. 

A few days later, the miracle came 
to pass. Thirteen miles from the capi- 
tal, the Vietminh vasion came to a 
halt, and the troops mysteriously and 


quietly retreated along the road they 


town: 


had come. Luang-Prabang was si wed, 
and Sisavang Vong rose from his sick- 
bed and departed for Vittel. 

There is a special significance to 
the name Luang-Prabang. In a small 


room in the interior palace, carefully 
guarded from all harm, is a golden 
statue of the Buddha, twenty inches 
tall. This is the Prabang, the sacred 
Buddha of the Kingdom of a Million 
Elephants. The Prabang is the King’s 
most precious possession. As long as it 
remains in its sanctuary, neither king 
nor kingdom will come to any harm. 
Believing this, the King had no fear. 

But for all the Buddhist serenitv 
with which Sisavang Vong met the 
Communist invasion, he was alive to 
the threat which now, as in Viet Nam 
and Cambodia, hangs over his peace 
ful kingdom. Of the three kings of 
Indo-China, he has most fully thrown 

his lot with the French. His eyes, 
too, are fixed on the star of independ- 
ence glowing so brightly on the east- 
but, unlike Bao-Dai and 
Sihanouk, he sees it realized in a free 
French Union. 


erm horizon: 


Last March Crown Prince Savang, 
in. his father’s name, issued a proclama- 
tion for the 
Laos in a patriotic war against the 
Vietminh. “Until now,” 


calling mobilization of 
he said, “Laos 
has been an island of peace. Today 
the Vietminh presents a grave threat 
to our frontiers. But whoever the ene- 
my may be, and wherever he may at 
tack us, Laos will always know how 
to defend itself.” 

As much as they desire independ- 
ence, King and Crown Prince see it 
attainable workable only 
French aid and cooperation. 


with 
More- 


government and people feel a 


and 


over, 


debt of gratitude to France, which 
Prince Savang expressed only last 
Julv: “Sixty years ago King Oun 
Kham, seeing his country invaded 


from the east [by the Siamese], lived 
in anxiety, oppressed by the fear of 
death and the subjugation of the peo 
ple under his protection. Miraculously, 
France came to our aid. France was 
our savior.” 


Hus, in a modern Asia scarcely fa- 
, fered to the preservation of mon- 
archy, three kings have so far been 
able to hold or regain their thrones. 
And yet their reigns are a paradox: 
on one hand, thev need more than 
ever before the colonial power which 
has ruled them for so long, for with- 
out France they will surely fall prey 
to the Vietminh. On the other hand, 
their subjects, possessed by the fever 
of nationalism, demand total inde- 
pendence from colonial rule. If the 
three kings fail to reconcile these con- 
tradictions, their days are numbered. 
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BOMBAY — American automobile companies, now 
being squeezed out of India, may soon be in- 
vited back in by the Nehru government. 

Indian auto tycoon G. D. Birla, maker of the 
Hindustan Ten (areplicaof the British Morris), 
has been jockeying US firms out of business 
since 1947 in order todivide the Indian market 
with Premier Automobiles Lalchand Airachand 
(building Chryslers, Dodges and Fiats). He made 
the government threaten withdrawal of Ford’s 
and General Motors’ import licenses for parts 
unless these companies produced a mainly In- 
dian-made car by 1954--knowing that it takes 
25 years to develop an indigenous auto indus- 
try. General Motors promptly took most of its 
staff from its 7000-man Bombay plant and opened 
up next door in Pakistan, while Ford decided 
to hang on in the hope of a change in Indian 
policy. 

Ford’s hopes are now materializing. Oversold 
by Birla on the idea that speed was possible 
in the development of Indian manufecturing, the 
Nehru government has laid down a program for 
development of Indian transport and has given 
Birla twelve months to fulfill it. Hoist byhis 
own petard, Birla is straining unsuccessfully 
to meet the deadline. When he fails, the In- 
dian government may send out an §.0.S. to the 
American auto companies. 


LONDON — Discount rumors that the Russians 
are trying to undermine Western currencies by 
selling large quantities of gold in Europe. 
Actually they have sold more than $60 million 
worth of the precious metal to obtain sterling 
with which to buy consumer goods for use within 
the Soviet and its satellites. 

This is part of their attempt to quiet unrest 
by raising the standard of living, and so far 
they’ve bought such commodities as Dutch butter, 
Australian wool and British herring. It’s pos- 
sible that some US business interests--with 
blocked sterling--may take part of the gold. 


TOKYO — When Mao announced recently that Rus- 
sia would supply China with much of the heavy 
machinery needed for industrialization, the 
news was taken with a grain of salt. How could 
Russia--hard-pressed for all sorts of equip- 
ment and only beginning to expand her own con- 
sumer industry--possibly spare machinery for 
China? 


Sale of Russian gold for sterling provides a 
partial answer to this question. The USSR is 
starting to use part of that currency toobtain 
machinery and machine tools in the sterling 
area for shipment to China. 


HONG KONG - Easing of US restrictions on goods 
that can be sold to China met a mixed reaction 
here. Naturally, local businessmen were pleased 
at the relaxation, but at the same time doubted 
that the US could boast its sales to China. 
They feel that the Reds have found newcontacts 
for goods--mostly in Eastern Europe--and are 
now making great efforts to trade with Japan 
and Britain. This view bears out the opinion 
“old China hands” expressed several years ago 
--that stringent USembargoes would drive China 
farther away from America. 


WASHINGTON — The outlook for US foreign aid is 
not as black as the liberal press has painted 
it. Here’s how the future stacks up: 

Although the Foreign Operations Administra- 
tion is liquidating its economic aid activities, 
FOA Chief Harold Stassen will plead vigorously 
for continued technical assistance for fiscal- 
1955. 

Purpose of FOA’s termination date--June 30, 
1954--is to ensure drafting and passage of a 
better foreign aid statute to replace the patch- 
work affair nowin force. The Senate-House con- 
ference committee provided in the latest aid 
bill for such a new and improved law. 

Congress is expected to appropriate economic 
aid outlays for India, Pakistan and the Near 
East in addition toworldwide military aid pro- 
grams; it is not expected to cut off present 
help for Korea, Japan and Formosa despite state- 
ments from powerful figures such as Senator 
Walter F. George. 

Economic aid for Europe will not be a total 
impossibility. President Eisenhower will retain 
his power to transfer up to 10 per cent of one 
form of aid (say, military) to another (economic) 
within a specific area, such as Europe. 


WASHINGTON ~The Randall Commission on foreign 
trade policy will produce two reports. In the 
minority, surprisingly, will be the Commission’ s 
protectionist Republican Congressional members. 
Even so, their plea for continued US trade 
barriers may carry the greatest weight with 
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Congress. Among them are men with high rank and 
extensive power on Capitol Hill, headed by the 
influential Senator Eugene D. Millikin, chair- 
man of the Senate Finance Committee and the 
Senate Majority Conference. 


BRUSSELS — The end of the European Payments 
Union may be in the offing, according to Con- 
tinental banking sources. They believe that 
Germany--with a balance of $700 million--will 
no longer accept 50 percent payment ingold and 
50 percent inEPU credits for new transactions. 
If EPU won’ t allow a higher ratio of gold paid 
out, it’s considered likely that the Germans 
will leave the Union early in the summer and 
that Britain, Holland, Belgium and Switzerland 
will go along. 

Several years ago, when Belgium was almost 
the only member nation in a strong position, 
EPU refused to up the ratio of gold payments 
and Belgium stayed in the Union--mainly because 
trade conditions were still too unstable toal- 
low her to go it alone. 

Now the situation has changed and, with bal- 
ance of payments in better shape, the stronger 
nations are moving slowly to convertibility. 
They may be willing (or even eager) to scrap 
the EPU and get actual cash on the line for 
their transactions. They believe they can work 
out credit arrangements with debtor nations on 
an -individual basis that will be more satis- 
factory, at least to the strong nations. 


JAKARTA — Contradictions inUS economic pol- 
icy for Indonesia have given its already left- 
wing government the excuse they want in order 
to increase trade with China. 

The US need for rubber has been reduced in 
recent months--leading tocuts in buying here-- 
but the Eisenhower administration still doesn’t 
want the Indonesians to sell to Peking. If the 
US won’t buy, the Indonesians claim, the only 
customer bigenough to take local production is 
Mao. Angered by both lower USbuying and demands 
that Indonesia stop being so cooperative with 
Peking, the Indonesians have sent their first 
envoy to China. That rubber-hungry country is 
sure to welcome him with open arms. 


NEW YORK — Foreign trade authorities here 
give three reasons for their belief that the 
Great Debate on US trade policy will result in 
a deadlock, with tariffs remaining substantially 
as they are: 

1. To retain the razor-thin GOP majority in 
Congress, President Eisenhower will forgo the 
attempt to push tariff reduction down the 




























































































throats of such protectionists as Representative 
Richard Simpson, head of the House Republican 
Congressional Campaign Committee. 

2. With US business predicting good times in 
1954, the expected pressure for increased pro- 
tection after a recession won’t materialize. 

3. The Administration’s enthusiasm fora more 
liberal trade policy has waned with the knowl- 
edge that Europeans would be satisfied with the 
present policy if assured that it would not 
change for the worse. The President may thus 
decide to aim principally at abolition of the 
escape clauses in the present tariff law that 
permit sudden increases in duties and embargoes. 


PARIS — A“Schuman Plan” for the European auto- 
mobile industry is taking definite shape with- 
in the Organization for European Economic Co- 
operation (QEEC). The idea is to integrate 
European auto manufacture in the same manner 
as the coal and steel industries. 

This would create a pool of West German, 
French, Italian and Benelux car production, 
to be marketed on a “European basis.” If the 
plan goes into effect it would present quite a 
challenge toUS and British auto makers because 
it would give each participating nation a share 
in an open market with selling done on a much 
broader set-up than has ever existed for them. 

The hitch is that German and Italian cars 
are currently underselling French vehicles 
(due to high French costs and lower productiv- 
ity). The Germans and Italians will probably 
take a lot of convincing to bring them into 
the plan. 

OEEC officials are hopeful about the idea 
Since they feel the six nations will see that 
an “All-European’’ car sold on an “All-European” 
basis will increase their sales. 


WASHINGTON — John H. Davis, tagged as the most 
likely successor to EzraT. Benson as Secretary 
of Agriculture, doesn’t hold with Benson’s lib- 
eral views on foreign tradé. The present Secre- 
tary has been aware that the US can’t export if 
it won’t. import. Davis, currently assistant 
secretary forthe Foreign Agricultural Service, 
used to be director of the National Wool Market- 
ing Corporation, and in that capacity favored 
restrictions on wool imports. 

Since coming to Washington he has continued 
to back protection forthe wool producers while 
at the same time advocating sale of American 
cotton, wheat and other basic crops abroad. He 
never explained how high tariffs would permit 
foreign nations to earn the dollars necessary 
to buy US agricultural surplus. 








It’s your 
battle banner 


oee keep it flying! 


Loox WELL AT THIS BANNER—under the cancer sword millions of Americans have joined a proud army of 


dedicated cancer fighters—doctors, chemists, physicists, biologists—and men and women of all walks of life 
The cancer sword is unique ... for it represents the American Cancer Society, the only voluntary health agency 
in our country devoted entirely to the conquest of cancer through research, education, and service. 
Research holds the key that will unlock cancer’s secrets. That’s why the ACS puts 25 cents 
of every dollar you give to laboratory studies. Give now for more cancer research! 
Education helps protect all of us against cancer. That is why the ACS arms the 
public with facts that save lives. Give now for more cancer education! 
Service is for the cancer patient, helping support centers for diagnosis and treatment, bringing 
humanitarian aid to suffering thousands. Give now for more cancer services! 


You can help keep the banner flying. Give generously to the 1953 cancer crusade. Any contribution is welcome. 
You will help, won’t you? 





AMERICAN CANCER SOCIETY 


Gentlemen: Please send me free literature about cancer. 


Enclosed is my contribution of $ 


e e to the cancer crusade. 
merican @ ancer Qociety | xan 


Address 
City State 

Simply address the envelope: 

“Cancer” c/o POSTMASTER, NAME OF YOUR TOWN 





Lr. Cot. R. R. Myers 
USM¢ 


Masor Cart L. Srrrer M/Ser. Harorp FE. Witson 
UsSMe USMCR 


T/Ser. R. S. Kennemone 
usM 


A. Carrerata, Jr 


Ser. J. C. Ropnicvez Lr. Tuomas Hupner, Jr. 
USA USN 


Capt. Raymonp Harvey 
USA USA 


Carr. Lewis L. Mitiett 





In all, 104 men have won the Medal of Honor 
in Korea. The men here stand as representa- 
tives of them—and of all the service men 
and women to whose devotion we in America 
owe our security this Christmas of 1953. 


y for this advertisement. It i 





and the 


Christmas Wish for us! 


‘THESE are some of the bravest men on earth. 


Yet these young holders of the Medal of Honor were never fighters 
for the love of fighting. They are men of war with a dream of peace 


They want a world in which small wide eyes can gaze in rapture 
at a tinselled tree. Where a happy Christmas is a child’s 
inalienable right—because fear and force have at last 

given way to peace and law and goodwill. 

They have fought ably for peace, with courage “above and beyond 


the call of duty.” Can we, at home, do something for it, too? 


Yes. Beginning now, each of us who earns can put some part of 
his earnings into United States Defense Bonds. For by these 
Bonds we make our own families secure, first of all. Then. out of 
the security of our families, we build the strength of America—to 


stay at peace in’a world where peace still is only for the strong. 
* * * 


You can invest in Defense Bonds best through the Payroll Savings 
Plan where you work or the Bond-A-Month Plan where you 
bank. Won't you begin—today ? 
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